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THIS MONTH 


NSURANCE is a queer enterprise and 

nowhere is this more emphasized than 
in the article on odd accidents which 
we run annually about this time. Tragic 
as most of these happenings are there 


is a certain element of humor in some 
of them. All of them illustrate that 


security is only the possession of the 
moment. If we were in the business of 
selling insurance we would not fail to 
draw a moral from that e However, 
probably there is something that can 
be done about auto accidents as wit- 
ness the discussion of Mr. Howard on 
the relation of psychology to the prob- 
lem of accident-prone drivers. True 
enough he shows that tests do not al- 
ways square with subsequent records; 
but it seems pretty clear that normal 
brains learn best the rules of safe driv- 
ing and good behavior on the road 
We are a trifle inclined to smile when 
we find professors having difficulty in 
defining their own terms. As for ex- 
ample was in evidence when the Uni- 
versity Teachers of Insurance scattered 
a good many words around the room 
in trying to arrive at what is a ‘survey 
course.’ Read about this, and about 
a professor's idea of State vs. Federal 
Regulation, beginning on page |6 e 
Other convention news and interesting 
general items complete this month's 
contents. 





NEXT MONTH 


EGISLATURES are beginning to 

tune up and some strange and 
wonderful laws will no doubt be pro- 
posed. We'll try to keep our readers 
posted. There will be more fire and 
casualty subjects treated in February 
and we are after an article with a 
war angle. 





















































J. EDWIN LARSON 


State Treasurer and Ex-Officio 
Insurance Commissioner 
State of Florida 


E fice recent election of J. Edwin Larson to the post of State Treasurer and 
ex-officio insurance commissioner of Florida assures the state of a capable 
administration of its insurance laws. A graduate of the law school of the Uni- 
versity of Florida, Mr. Larson entered public life at the age of 29 when he was 
elected to the Florida House of Representatives where he served two terms. 
This was followed by his election to the State Senate which seat he resigned in 
1933 to become Collector of Internal Revenue for Florida, a position he graced 
with great distinction for six years. 
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the insurance business raises his voice above the 

din of propaganda and makes a constructive sug- 
gestion. Such a one seems to be Clarence T. Hubbard 
of the Automobile Insurance Company of Hartford. 
Speaking to the Insurance Advertising Conference in 
New York last December 5, he told the advertising men 
that the task of telling the true story of insurance to the 
public is their responsibility. He also advocated speed- 
ing up the development of research activities in the 
business. 


Mr. Hubbard said the “inside story” of insurance has 
never been told properly and he mentioned features 
which he said constituted the “inside story,” including 
the financial make-up, the conservation services, Under- 
writers Laboratories, fraud, fire and accident preven- 
tion activities, etc. 

“I would even go to the point of suggesting that the insur- 
ance companies use the Gallup Institute of Public Opinion, if 
necessary, to determine all the erroneous attitudes of the public 
toward the insurance business. This is a day of polls, a day of 
research — so we should start with that premise and first 
determine the major fallacies and misunderstandings about our 
business which the public holds, then correct these false thoughts 
through a correlated program in which all companies would 
cooperate. 


“Therefore, I earnestly beseech you people who are repre- 
senting the various advertising and sales divisions of your com- 
panies to do everything possible to interest the officials of your 
organizations in getting together with other companies on the 
establishment of a research laboratory — possibly also the expe- 
rimental poll — at least some effort to extend the public’s 
thinking toward insurance and improve the general appreciation 
of its value.” 

It is difficult to be certain, of course, whether Mr. 
Hubbard was upon this occasion merely attempting to 
make an interesting speech in a field within the province 
of his listeners, or whether he was attempting to express 
a sincere conviction that thoroughgoing research into 
the relationship which exists between all types of insur- 
ance and the public is imperative. One seems to recall 
that when the Federal government, through the medium 
of the Temporary National Economic Committee, es- 
sayed to carry on such research in one branch of the 
insurance industry there was such wailing and gnashing 
of teeth as seldom has been heard. Executives of the 
very companies whose advertising managers Mr. Hub- 
bard was addressing joined in heaving a collective sigh 
of relief of gargantuan proportions when it became evi- 
dent that the inquiry was not to be extended for the 
present to fire and casualty insurance. It might be ob- 
jected that the Temporary National Economic Commit- 
tee’s probe did not conform to the insurance executives’ 
notion of a research project, in that it was held to be 
looking for flaws in the insurance structure, and did 
little to publicize the more favorable aspects of the in- 
surance picture. But any sincere research of the type 
suggested in the Hubbard address, if it expected to be 
of value, probably would also find it necessary to step 
on a few corns; any capable student who attempted to 
get under the surface and uncover the essentials of in- 
surance service would come up with some ideas differing 
greatly from those now prevalent along many a stock 
insurance company thoroughfare. 


Hit: and there some forward looking spirit in 
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The suggestion that the Gallup Poll be used is intrigu- 
ing in the extreme. With a suitable variety of questions 
it is quite possible that interesting and surprising infor- 
mation would be developed. 

For example, asking citizens in many sections of the 
nation whether they consider mutual insurance a species 
of communistic activity would undoubtedly result in the 
questioner’s being sequestered and examined as to his 
sanity. 

Or quizzing those with mortgage problems covering 
free choice of companies or agents — in connection with 
H.O.L.C. or other obligations — would shed light on 
serious questions now before the public. 

Keeping count of how many people split their sides 
with laughter when questioned about how much inspec- 
tion or other service is rendered by stock insurance 
agents to dwelling-house property owners would be 
interesting. 

Or noting what would happen when folks were asked 
how they like the method of approach and the argu- 
ments used by those insurance agents who put their sys- 
tem of selling insurance first and the public last. 

Or how might the record look if large insurance buy- 
ers were queried concerning how long they will stand 
for state line insurance law barriers that are designed 
to handle the coverage of widely owned property as if 
it were in separate foreign nations. 

Or if the inquiry would want to go all the way out 
and ask the best informed policyholders what type of 
company gives the highest quality of inspection service, 
quickest and best adjustments, and generally pays the 
most attention to the needs of the assured. It might be 
that deflated egos would be strewn from Hartford to 
the West Coast. one 

UT perhaps the Gallup Poll is not necessary at all 

since there is much evidence that the insurance sec- 
tion of the world really knows what the rest of the world 
thinks of it. Hence the present movement to educate 
those who are supposed to give information to policy- 
holders. 

In one respect we must take issue with the commen- 
tator. He speaks of “erroneous attitudes of the public 
toward the insurance business,” and, “major fallacies 
* * * the public holds.” To us this seems in reverse. 
What needs revision is the attitude of some insurance 
companies and associations toward the policyholders. 
Too many insurance offices are full of ‘erroneous ideas 
and major fallacies.” This probably accounts for the 
alarm with which officials often regard any suggestion 
of investigation as to facts and practices. If the public 
could only get a real view of the interior of the insur- 
ance world, the disclosures might be healthy in the long 
run for both the policyholders and the industry. 

Which is not to charge that most of the nation’s mil- 
lions of policyholders are not getting pretty good insur- 
ance value and insurance service. So vital an institution 
as insurance cannot be permanently handicapped by un- 
sound attitudes. Periodically it will shake off its barna- 
cles. It is starting to do so again at the present period. 
Who is to say that 1941 would not be a good time to 
do for the fire and casualty insurance business what was 
done for the life companies a generation ago? 
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Bill Authorizes Issuance of 
Non-Assessable Policies 


A BILL PERMITTING MASSACHU- 
SETTS MUTUAL FIRE INSURANCE COM- 
panies to write policies without an 
assessment liability provision has 
been filed in the Massachusetts Leg- 
islature. Massachusetts and New 
Hampshire are the only two states 
which require domestic mutual com- 
panies to write policies containing an 
assessment provision. 

The bill would permit both foreign 
and domestic mutuals to write non- 
assessable policies, and calls for mu- 
tual companies to maintain a surplus 
to policyholders at least equal to the 
minimum capital requirements of a 


domestic stock company. It would 
permit a mutual company having 
been in business twenty years or 


more and having accumulated a sur- 
plus of at least $100,000 to also issue 
non-assessable policies. 


Ohio Ruling on Licensing 
of Agents 


\ITTORNEY GENERAL THOMAS J. 
HERBERT OF O1110 IN A RULING RE- 
cently handed down to Superintend- 
ent of Insurance John A. Lloyd holds 
that only those officers or employees 
of a corporate insurance agency who 
procure, receive or forward applica- 
tions for insurance and who do not 
represent themselves merely as soli- 
citors for the agency, or those officers 
or employees of such corporate 
agency who countersign policies of 
insurance are required to be licensed 
as agents. 

The opinion further points out that 
officers and employees of a corporate 
insurance agency may be licensed as 
agents for some of the insurance 
companies for which such corpora- 
tion is agent and need not be licensed 
as agent for all insurance companies 
for which the corporation is agent. 


Minnesota Disapproves 


H.O.L.C. Contract 


A RULING BY COMMISSIONER OF 
INSURANCE, FRANK YETKA OF MINN- 
esota disapproving the contract be- 
tween the Home Owners’ Loan Cor- 
poration and the Stock Company As- 
sociation was issued on January 18. 
The opinion holds that the contract 
violates the Minnesota rebating stat- 
utes and further that the S.C.A. is not 
licensed in the State and is therefore 
not in position to enter into any in- 
surance contract legally. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


IT IS ESTIMATED THAT ONE-TWEN- 
TIETH OF THE NATION’S FREIGHT 
moves over the highways — Spon- 
taneous combustion of hay in the 
United States sets the appalling fire 
record of one barn every twenty min- 
utes — Sales of phonograph records 
in 1941, it is predicted, may for the 
first time pass the peak of one hun- 
dred million discs set twenty years 
ago — The chemical industry em- 
ploys about nine thousand scientists 
and engineers for research products 
and, each year, pays $50,000,000 for 
laboratory equipment, supplies and 
services — In New York a wedding 
takes place every eight and one-quar- 
ter minutes; a death occurs every 
seven and one-half minutes; and a 
baby is born every five and one-half 
minutes — During 1940 more people 
were killed by autos in the United 
States than were killed or wounded 
in Lritain as the result of bombing 


Francis Named Maine 
Insurance Commissioner 


GOVERNOR LEWIS 0. BARROWS OF 
MAINE HAS ANNOUNCED THE AP- 
pointment of Pearce J. Francis, Port- 
land insurance man, as State Insur- 
ance Commissioner. The appointee, 
whose term of office runs for a pe- 
riod of four years, was confirmed by 
the Executive Council. He succeeds 
C. Waldo Lovejoy, who resigned the 
Commissionership several months 
ago, to join the Massachusetts Bond- 
ing & Insurance Company. 


Mr. Francis was born in Lynn, 
Massachusetts. In 1923 he joined 
the Travelers Portland office and 
three years later was named manager 
of the life, accident and group de- 
partments of the Travelers for the 
State of Maine. On January 1, 1940, 
he resigned this position and pur- 
chased a Portland insurance agency 
which he has operated during the 
past year. 

Mr. Francis, a thirty-second degree 
Mason, a member of the Kora Tem- 


ple Shrine, the Portland Rotary Club 
and Vice-President of the Wood- 
fords Club of Portland, is a past 
president of the Maine Life Under- 
writers Association. 


Blanchard Takes Furlough 
from Columbia University 


RALPH H. BLANCHARD, WHO IS IN 
CHARGE OF THE INSURANCE COURSES 
at Columbia University, New York, 
has been granted a half-year’s leave 
of absence by the university, com- 
mencing February 1, 1941. 

Mr. Blanchard will make an ex- 
tensive motor trip, visiting states 
along the Atlantic seaboard and the 
Gulf, Texas, the Southwest, and 
California, returning by way of the 
Central states. He expects to make 
a general survey of insurance condi- 
tions in these territories and to talk 
with agents, company men, state of- 
ficials, and insurance buyers. 

It has been his practice during his 
25 years in educational work to 
keep in close contact with practical 
men and the conditions under which 
they work, in order to maintain a 
realistic view of the insurance busi- 
ness. He hopes that the net results 
of this trip will be a clearer under- 
standing of the problems which in- 
surance men face, and consequently 
a more adequate basis for his edu- 
cational work. 

eee 


Eugene P. Berry 
New Michigan Commissioner 


GOVERNOR MURRAY D. VAN WAGO- 
NER OF MICHIGAN RECENTLY AN- 
nounced the appointment of Eugene 
P. Berry, Detroit attorney, to the 
Insurance Commissionership of the 
State. He replaces Colonel John G. 
Emery who was named to the post 
in April, 1939. 

The new commissioner was born 
in Stockbridge, Michigan, in 1882. 
After completing his grammar and 
high school education in Stockbridge 
he attended the Detroit College of 
Law from which he graduated in 
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1905. He was admitted to the Bar 
the same year and has practiced law 
in Detroit since that time. 

Commissioner Berry has_ served 
the state in various capacities during 
previous administrations. In 1933- 
1934 has was a Commissioner of the 
Department of Labor and Industry 
which administers the workmen’s 
compensation law. More recently, in 
1938-1939 during the administration 
of former Governor Frank Murphy, 
he was legal counsel to the Depart- 
ment of Agriculture. 

The appointment was confirmed 
by the State Senate. 


Defense Brings Competition 
Together 


THE AMERICAN INSURER OF NEW 
ORLEANS, IN A RECENT ISSUE, SPEAKS 
of a present trend for stock insur- 
ance and mutual insurance to look at 
each other from a new angle. The 
instance cited is that of the forma- 
tion of the new Insurance Commit- 
tee for the Protection of American 
Industrial Plants, composed of the 
American Mutual Alliance, Asso- 
ciated Factory Mutual Companies, 
Casualty & Surety Executives Asso- 
ciation, Factory Insurance Associa- 
tion, National Association of Mutual 
Casualty Companies and the National 
Board of Fire Underwriters. 

“Tt seems”, states the American 
Insurer, “to have taken a defense 
emergency to teach insurance that, 
when it faces the public, coordina- 
tion speaks louder than competition.” 


Governor Stassen Addresses 
Minnesota Mutuals 


COMMENDATION OF MUTUAL IN- 
SURANCE COMPANIES GENERALLY FOR 
their record of achievement over a 
long period of years, and an outline 
of the accomplishments and future 
aims of the current Minnesota state 
administration were the highlights of 
the address with which Governor 
Harold E. Stassen of Minnesota 
greeted the 44th Annual Meeting of 
the State Association of Farmers 
Mutual Insurance Companies of Min- 
nesota. The convention was held on 
January 9 and 10 at St. Paul. 

N. O. Evenson, Litchfield, was 
elected president of the association 
for the ensuing year. Named to 
other offices were George Miller, 
Madelia, vice-president; A. E. An- 
derson, Cottonwood, secretary; 
Frank Powers, Mora, treasurer, and 
J. R. Crawford, Beaver Creek, na- 
tional representative. 
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The two-day convention opened 
with an address of welcome by 
Mayor John J. McDonough of St. 
Paul. Response was made by asso- 
ciation president William D. Noll of 
Norwood. Following the presidential 
address and the appointment of com- 
mittees Governor Stassen made his 
appearance. A paper by Garfield W. 
Brown, American Mutual Alliance, 
Chicago, Illinois, and a report of the 
National Convention by James R. 
Crawford, Beaver Creek, concluded 
the session. 

Subsequent speakers to appear be- 
fore the meeting included Anders R. 
Thompson, who discussed “Method 
of Establishing Exemption For Mu- 
tual Insurance Companies” ; Charles 
H. Preston, St. Paul, who took as the 
subject of his address “Social Secu- 
rity and Unemployment Taxes” ; Ac- 
tuary J. C. Matt of the Minnesota In- 
surance Department representing In- 
surance Commissioner Frank Yetka 
who was unable to attend; George C. 
Jones, conservator of Department of 
Rural Credit, St. Paul; Frank Peck, 
president, Federal Land Bank, St. 
Paul, and Henry D. Booth, Jr., Phil- 
adelphia, Pennsylvania, and N. O. 
Evenson, Litchfield, who discussed 
“Insurance Protection” and “Rural 
Fire Protection,” respectively. 


HOLC-SCA Contract Violates 
Georgia Law 


THE CONTRACT BETWEEN THE 
STOCK COMPANY ASSOCIATION AND 
the Home Owners’ Loan Corporation 
was declared illegal on several counts 
by Downing Musgrove, Insurance 
Commissioner of Georgia, in a ruling 
handed down on January 10, 1941. 
Not only was the contract declared 
to violate the Georgia anti-rebate 
statutes, but also the licensing, stand- 
ard policy provision, and anti-com- 
pact sections of the Georgia law. 
The full text of the ruling follows: 


BY THE INSURANCE COM- 
MISSIONER OF THE STATE 
OF GEORGIA: 


The contract between 221 member 
fire insurance companies comprising 
the STOCK COMPANY ASSO- 
CIATION, 1422 K STREET, N. 
W., Washington, D. C., and the 
HOME OWNERS’ LOAN COR- 
PORATION, effective February 1, 
1940, has been carefully reviewed 
and conclusions thereon reached as 
follows: 

(1) The Stock Company Associa- 
tion has never been licensed under 
the insurance laws of this State in 
any capacity, even if it would be 
entitled to be licensed. 
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(2) Under Section 101 (b) of 
the contract the liability assumed by 
the Association is joint and several, 
therefore, every member company 
comprising the Stock Company As- 
sociation would, under the contract, 
transact business of insurance in this 
State. At least sixty-three (63) of 
the member companies comprising 
the Stock Company Association as 
of February 1, 1940, and since that 
time, are not licensed in this State 
and, thereby, there is a violation as 
to these sixty-three (63) companies 
of Section 56-401 of the 1933 Georgia 
Code, which reads as follows: 


“No insurance company chartered by 
this State, or by another State or a for- 
eign Government, shall transact any busi- 
ness of insurance in this State without 
first procuring a license from the Insur- 
ance Commissioners.” 


(3) The contract is illegal and vio- 
lates Section 56-218 of the 1933 
Georgia Code, which reads as fol- 
lows: 


“No insurance company or_ insurance 
agent doing business in this State shall 
enter into any contract to rebate any in- 
surance premium or any part thereof of 
anv insured or other person. No person 
shall sell or offer for sale in this State, 
and no insurance company shall do busi- 
ness in this State which sells or offers for 
sale to the public, any “special contract,” 
“board contract,” or any other form of 
policy or contract whereby any discrimina- 
tion in anv form or character is allowed 
to anv particular person or persons. Any 
insurance company violating the provisions 
of this section mav have its license re- 
voked as provided in Section 56-407.” 


(4) The contract is further illegal 
and violates Section 56-219 of the 
1933 Georgia Code, which reads as 
follows: 


“No insurance company authorized to 
do business in this State, or the agent 
thereof, shall make, maintain, or enter 
into any dontract. agreement, pool, or other 
arrangement with any other insurance 
company or companies, licensed to do 
business in this State, or the agent or 
agents thereof, for the purpose of, or that 
mav have the tendency or effect of, pre- 
venting or lesseninge* competition in the 
husiness of insurance transacted in this 
State. When it shall be made to appear 
to the Commissioner of insurance that 
anv company or agent has entered into 
anv such contract, agreement, pool. or 
other arrangement, said Commissioner 
shall revoke the license issued to such 
company and the same shall not be re- 
issued until the president or chief officer 
of such company shall file an affidavit with 
said Commissioner, stating that such con- 
tracts, agreements, pools, or other ar- 
ranoeements have been annulled and made 
void: Provided, that nothing in this Chap- 
ter shall he so construed as to prevent 
any insurance company, legallv authorized 
to transact business in this State, from 
separately surveying, inspecting, or ex- 
aminine the premises to he insured, bv 
and with the consent of the owner, for the 
nurnose of bringing about improvements 
in fire protection, so as to lessen the cost 
of insurance by reducing rates.” 
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(5) The contract is further illegal 
and violates the standard form of 
policy adopted and of force in this 
State under the provisions of Section 
56-810 of the 1933 Georgia Code, 
which reads as follows: 

“Every fire insurance company shall 
adopt and write a standard or uniform 
policy, such as may be prescribed by the 
Commissioner. Any policy condition re 
quiring the insured to procure the cer- 
tificate of the nearest magistrate or notar\ 
public (not interested in the claim as a 
creditor or otherwise, nor related to the 
insured) living nearest the place of the 
fire, stating that he has examined the cir- 
cumstances and believes the insured has 
honestly sustained loss to the amount that 
such magistrate or notary public shall 
certify, shall be null and void. No class of 
policy other than that prescribed in this 
section shall be issued in this State: Pro- 
vided, however, that local assessment fire 
insurance companies doing business in not 
more than four counties in a division in 
the State, may issue and write such form 
of policv as may be prescribed by the 
Commissioner.” 

Therefore, in consideration of the 
premises, and without waiving the 
enforcement of anv nenalties for past. 
present or future violations of the 
insurance laws of this State, it is, 

ORDERFD: 

(a) That all and singular the in- 
surance companies comprising the 
Stock Company Association which 
are now licensed to transact business 
of insurance in this State cease and 
desist immediately from the continu- 
ation of insurance in this State un- 
der the aforesaid contract between 
the Stock Comnanv Association and 
the Home Owners’ Toan Corpora- 
tion, and upon failure so to do all 
and singular said companies shall be 
immediately proceeded against bv the 
Insurance Commissioner of this State 
by such appropriate action as the in- 
surance laws of this State provide: 

(b) That all and singular the per- 
sons, associations, companies or cor- 
porations which are not licensed in 
this State under the insurance laws 
thereof cease and desist immediately 
from the continuation of insurance 
in this State under the aforesaid con- 
tract and upon failure so to do im- 
mediately such action as the laws of 
this State provide in such cases will 
he invoked against such offenders: 


(c) That a copy of this order be 
mailed to the Stock Company Asso- 
ciation, the Home Owners’ Toan 
Corporation, and to each of the mem- 
ber companies comprising the Stock 
Company Association. 


Done under the hand and official 
seal of the Insurance Commissioner 
of the State of Georgia at his office, 
State Capitol, Atlanta, Georgia, this 
10th day of January, 1941. 
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1940 Fire Losses Down 2.2% 


FIRE LOSSES IN THE UNITED STATES 
DURING 1940 TOTALED $306,469,520 
or 2.2% less than the figure reported 
for 1939, according to estimates of 
the National Board of Fire Under- 
writers. 


After nine consecutive months in 
1940 during which the fire loss was 
lower than that for the same month 
of the previous year the December 
total of $28,617,000 brought a halt to 
the downward trend. However, the 
increase was small, amounting to 
only $657,800 or 2%. 

Losses for each month of 1938, 
1939 and 1940 are shown in the fol- 
lowing table: 





Jan. ...$27,676,337 $27,615,316 $36,260,650 
Feb. ... 26,472,626 29,303,520 34,410.250 
Mar. ... 29,050,968 30,682,168 29,788,800 
Apr. ... 25,616,112 27,061,522 26,657,190 
May ... 22,917,577 27.031,700 23,446.590 
June .. 19,473,617 24,190,700 19,506.000 
July ... 20,434,688 22,468,304 20,322,800 
Aug. .. 20,821,184 22,800,500 20,722.100 
Sept. .. 23,372,528 22837.250 21,198.000 
Oct. ... 24,797,624 24.300,500 22,091.140 
Nov. ... 28.658,695 27.248.160 23,449.000 
Dec. ... 32.758.044 27.959.200 28,617.000 
Total 12 


mos. .$302,050,000 $313,498,840 $306,469,520 


Paul F. Jones Named Illinois 
Insurance Director 


PAUL F. JONES, DANVILLE, ILLINOIS 
\TTORNEY, HAS BEEN SELECTED BY 
Governor Dwight H. Green to direct 
the activities of the Tllinois Insur- 
ance Department. He succeeds C. 
Hayden Davis, who was appointed 
to the post several months ago by 
former Governor John Stelle, fol- 
lowing the resignation of Ernest 
Palmer. ; 

The new Illinois Insurance Direc- 
tor, who was born in Danville forty- 
two years ago, is a member of the 
law firm of Lindley, Jones, Grant and 
Sebat of that city. He was educated 
at Northwestern University and at 
the University of Michigan, where 
he received his law degree in 1922. 

Mr. Jones has served as Assistant 
States Attorney in Vermillion Coun- 
ty. as City Attorney in Danville, and 
during President Hoover’s adminis- 
tration as United States Attorney 
for the Eastern District of Tllinois. 

A second lieutenant during the 
World War, Mr. Jones has been ac- 
tive in American Legion affairs. He 
is a past commander of the Curtis G. 
Redden American Legion post of 
Danville, and also served as judge 
advocate of the 33rd Division for 
several years. He is married and the 
father of two boys. 
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Michigan Mutual Opens 
St. Louis Office 


WALTER E, OTTO, PRESIDENT OF THE 
MICHIGAN MUTUAL LIABILITY COM- 
pany, has announced the opening of 
a new branch office of the company 
in the Shell Building, St. Louis, Mis- 
souri, on January 1, 1941. 

The St. Louis office will have com- 
plete facilities and man power to 
handle all phases of policyholders’ 
needs, including claims, collections 
and accident prevention work. 

Floyd E. Cook will serve as Dis- 
trict Manager of the company’s St. 
Louis compensation division. Mr. 
Cook has a wealth of experience in 
his field, having spent years in na- 
tional and state compensation rating 
bureaus. 

As District Manager of its St. 
Louis automobile division, the com- 
pany has appointed James T. Ware- 
ham. Mr. Wareham has been with 
the company many years, having 
served in its home office underwrit- 
ing and sales department. 


November Traffic Toll 
Up Eight Percent 


TRAFFIC DEATHS IN THE UNITED 
STATES TOTALED 3,570, AN INCREASE 
of 8% over the 3,310 toll for the same 
month last year, according to an an- 
nouncement by the National Safety 
Council. 


This is the first year since 1936, 
the Council points out, that the 
November toll has failed to decline 
from the October level. Ordinarily, 
the November total is the lull before 
December’s traffic storm, since travel 
is less than in October and winter 
driving hazards are not yet generally 
prevalent. 

Commenting on the upward trend 
of accident fatalities during 1940, the 
Council states : 

“Tt now seems certain that America’s 
traffic toll for 1940 will be at least 34,500 


— almost 2,000 more than the 1939 toll 
of 32,600. 

“The nation piled up a total of 30,980 
traffic deaths in the first eleven months 
of this year — 7% more than the 29,060 
total for the same period last year. 
When the figures for December, usually 
the peak death month, are added in, 
there is little doubt that the 1940 toll 
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will be higher than any in the nation’s 
history except the four years from 1934 
to 1937. 


“The bigger 1940 toll can be blamed 
on accidents in rural areas. The aver- 
age increase in traffic deaths was 3% 
in cities, against 9% on rural roads. In 
November the cities cut their toll 4%, 
while rural accidents went up 14%. 

“Mileage figures are available through 
October only, but at that time travel 
was 6% ahead of last year. The mile- 
age death rate for the ten months there- 
fore was exactly the same as in 1939. 

“Only eight of forty-three states have 
been able to show reductions in traffic 
deaths this year. Nebraska led with a 
12% drop. Connecticut and South Da- 
kota showed savings of life after a 
previously unfavorable record. North 
Carolina and Georgia dropped from the 
reduction list when the November fig- 
ures were added in.” 


Michigan Mutual Liability 
Acquires New Fire 
Organization 


WALTER E. OTTO, PRESIDENT OF 
THE MICHIGAN MUTUAL LIABILITY 
Company of Detroit, Michigan, has 
announced the purchase by the com- 
pany of the Associated General Fire 
Company. 

The control of the new company 
will be vested in the same Board of 
Directors and executives as are at 
present identified with the Michigan 
Mutual. Walter E. Otto will serve 
as president of the Associated Gen- 
eral Fire Company. Other company 
officers are: A. A. Templeton, vice- 
president; A. F. Jackson, vice-presi- 
dent; C. B. Burch, secretary; W. O. 
Brown, comptroller; R. M. Wade, 
treasurer; and L. J. Carey, general 
counsel. The members of its Board 
of Directors are as follows: E. R. 
Ailes, S. F. Bigler, W. H. Burnham, 
Frederick L. Colby, Jr., William H. 
Colvin, Jr.. H. A. Consor, M. A. 
Cudlip, J. L. Dryden, Frederick T. 
DuCharme, James Inglis, A. I*. Jack- 
son, E. A. Mavis, G. P. McCallum, 
I’, H. Meyer, Walter E. Otto, Percy 
Owen, O. A. Seyferth, A. A. Tem- 
pleton, H. N. Torrey, M.D., and 
S. W. Utley. 

At an early date, the Associated 
General I‘ire Company will seek au- 
thority to transact business in Indi- 
ana, Ohio and Missouri, and will 
gradually extend its organization un- 
til it operates in all the states in 
which the Michigan Mutual Liability 
Company is licensed. 

The home office building of the 
Michigan Mutual Liability Company 
at 163 Madison Avenue, Detroit, will 
be the headquarters of the Associated 
General Fire Company, and it will 
also use the parent company’s system 
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of branch offices. The present Mich- 
igan Mutual sales force will handle 
the new fire coverages, which are ex- 
pected to be issued shortly. 


New Book on Automobile 
Claim Practice 


A MANUAL OF INSTRUCTION FOR 
THE AUTOMOBILE CLAIM ADJUSTER 
entitled ‘Automobile Claim Practice,” 
has been published by the Rough 
Notes Company, Indianapolis, In- 
diana. Victor C. Gorton, author of 
the book, has had many years of 
experience in handling automobile 
claims, first as an attorney in In- 
dianapolis, and since January, 1933, 
in complete charge of the legal and 
claim department of the All State 
Insurance Company. 


During the many years the author 
specialized in automobile claim work 
he made a practice of making notes, 
from the thousands of cases passing 
over his desk, of the important points 
which must be watched in the work 
of adjusting automobile claims. ‘“Au- 
tomobile Claim Practice” is a com- 
pilation of these notes taken from 
actual experience. 


The book covers only procedure in 
the investigation and settlement of 
claims. It makes no attempt what- 
ever to cover the law of automobile 
insurance, or to interpret policy con- 
ditions. The first chapters cover the 
general principles and points to be 
watched in the investigation, nego- 
tiation and settlement of claims. The 
book then goes into the specific points 
involved in the handling of the va- 
rious kinds of claims: bodily injury, 
property damage and first party 
claims. Waiver and estoppel are 
given special treatment and the book 
concludes with a splendid chapter 
on adjuster, attorney, company and 
agency relation. 


The price of the book is $3.50. 


Williams Heads Texas 
Insurance Board 


REUBEN WILLIAMS, WHO WAS AP- 
POINTED CASUALTY INSURANCE COM- 
missioner of Texas several months 
ago following the resignation of R. G. 
Waters, has been shifted to the posi- 
tion of Life Insurance Commissioner 
and ex-officio chairman of the Texas 
Board of Insurance Commissioners 
by Governor Lee O’Daniel. Mr. 
Williams succeeds Walter C. Wood- 
ward who died on December 17 and 
will fill out the unexpired portion of 
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the term which runs to February 10, 
1945. 

J. P. Gibbs of Sequin, Texas, was 
named by the Governor to the Casu- 
alty Commissioner post vacated by 
Mr. Williams. The term of this of- 
fice expires next month but it is as- 
sumed that Mr. Gibbs will be reap- 
pointed for a full six years. 

The appointments of both Mr. 
Williams and Mr. Gibbs are subject 
to confirmation by the Texas Senate. 


Pink Reports on Insurance 
Activities in 1940 Campaign 


SUPERINTENDENT OF INSURANCE, 
LOUIS H, PINK OF NEW YORK, HAS 
released that portion of his prelimi- 
nary report to the legislature dealing 
with “Insurance and Politics.” Near 
the close of the 1940 presidential 
campaign complaint was made to the 
Department that some of the respon- 
sible people in the insurance compa- 
nies used or permitted the use of the 
company’s facilities to further politi- 
cal interests, and that officials of some 
companies were personally participat- 
ing in the campaign to a degree in- 
consistent with the law and the best 
interests of their companies and the 
insurance industry. 


Immediately following the election 
the Department assigned one of its 
experienced examiners to make an 
investigation. He studied all data in 
the possession of the Gillette Com- 
mittee at Washington, examined the 
records of the companies which were 
suspected of participating and inter- 
viewed those who had knowledge of 
the situation. 


The investigation did not disclose 
any flagrant violations but it did in- 
dicate the necessity for bringing the 
provisions of the law to the direct 
attention of insurance company offi- 
cials. The report points out how im- 
portant it is for those conducting the 
insurance companies to be more care- 
ful in the future with respect to the 
provisions and the spirit of the law. 
It emphasizes that strict compliance 
with the law is undoubtedly not only 
in the general interest but is of par- 
ticular importance to the great insti- 
tution of insurance, which is custo- 
dian and trustee of so much of the 
public funds. 

“There is no direct prohibition 
against political activities in the New 
York Insurance Law” the report con- 
cludes, “but the provision in the 
penal law is so comprehensive that it 
would seem needless and perhaps 
confusing to duplicate it. Rather 
than recommend duplication of legis- 
lation we are hopeful that the publi- 
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cation of this report, which will be 
called to the personal attention of the 
officials of all insurance companies, 
will be effective in preventing any 
violation of the letter or even the 
spirit of the law in the future. We 
are not so much interested in what 
took place in the past as in prevent- 
ing dangerous tendencies from de- 
veloping in the future. 

“Spreading the facts before the 
public may influence those who con- 
duct insurance companies to be more 
careful in the future with respect to 
the properties and the spirit of the 
law. Strict compliance with the law 
is undoubtedly not only in the gen- 
eral interest but is of particular im- 
portance to the great institution of 
insurance which is custodian and 
trustee of so much of the public 
funds.” eee 


Executive Changes in James 
S. Kemper & Company 


Announced 


DIRECTORS OF JAMES S. KEMPER & 
COMPANY, OF CHICAGO, ILLINOIS, AT 
a recent meeting elected H. G. Kem- 
per chairman of the board, and 
Joseph E. Magnus president of the 
company. Other officers elected were 
W. C. Beem, B. W. Davis and F. J. 
Smith, vice-presidents ; M. B. Rector, 
secretary; Mark Kemper, treasurer ; 
R. E. Howe and H. E. Larson, as- 
sistant secretaries. 

H. G. Kemper is executive vice- 
president of the Lumbermens Mutual 
Casualty Company and other affili- 
ated producing units under the man- 
agement of James S. Kemper. He 
has been a member of the Kemper 
organization since its inception in 
1912. 

Mr. Magnus has been vice-presi- 
dent of James S. Kemper & Co. and 
manager of the Central Department 
since 1934. He came with the or- 
ganization as sales manager in 1932. 
He is also a secretary of the Lum- 
bermens Mutual Casualty Company, 
a director of the Greater Chicago 
Safety Council, and general secre- 
tary of the Chicago Association of 
Commerce. 

ee @ ®@ 


Reduction in New York State 
Automobile Rates 


AN OVER-ALL STATEWIDE REDUC- 
TION OF 7.8% FOR BODILY INJURY 
and property damage insurance rates 
on all private passenger automobiles, 
commercial cars and garages in New 
York state has been announced by 
Superintendent of Insurance Louis 
H. Pink. 


In a large number of communities 
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throughout the state the new rates 
are substantially lower than those 
heretofore in eftect. There are a few 
instances where increases were nec- 
essitated because of poorer loss ex- 
perience, but in none is the increase 
substantial. 

On the basis of the volume of in- 
surance written during the past year 
this general reduction will result in 
an aggregate saving of approximately 
$3,450,000 in 1941; of this amount 
private passenger automobile owners 
will save $2,261,000 or 7.1% and 
commercial car owners approximately 
$1,002,000 or 9.6%. Although the 
experience with garages in other 
parts of the country has been ad- 
verse, garage owners in New York, 
because of good experience, will save 
in the neighborhood of $185,000 or 
9.3%. 

The revised rate schedules were 
prepared by the National Bureau of 
Casualty and Surety Underwriters, 
representing stock casualty compa- 
nies and by the Mutual Casualty In- 
surance Rating Bureau. The new 
rates went into effect January 20 and 
provision has been made so that poli- 
cies written to become effective be- 
tween December 1, 1940 and January 
19, 1941 may be endorsed or can- 
celled and rewritten on the basis of 
the revised rates. 

Superintendent Pink pointed out 
that this was the seventh consecutive 
year that the bodily injury and prop- 
erty damage rates on private passen- 
ger cars had been reduced. Begin- 
ning with 1934, the reductions on a 


state-wide basis have been as fol 
lows: Property Bodily 

Damage Injury 
BIR a5 ca,5, 0 kidaiere <cectamalerseaes 16.6% 1.6% 
icc sdsdensvncendgeneed 9.2% 2.0% 
Rr rr re ee 8.4% 1.5% 
(Sern mee 6.3% 9.2% 
| _ Sueemnaree ret“. ‘oes Se §©6.eee 
DN iiss. ccd tcovenenouedes 11% 11.4% 
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Frank J. Viehmann 
Reappointed in Indiana 


FRANK J. VIEHMANN, WHO WAS 
NAMED BY FORMER GOVERNOR CLIF- 
ford Townsend to the Insurance 
Commissionship of Indiana follow- 
ing the death of George H. New- 
bauer last Spring, has been reap- 
pointed to the office by Governor 
Henry F. Schricker. Announcement 
of the retention of Mr. Viehmann 
was favorably received by insurance 
men. 

Mr. Viehmann has been in the in- 
surance business in Indianapolis con- 
tinuously from 1907 until his ap- 
pointment to the office of Insurance 
Commissioner on March 1, 1940. He 
formed his own insurance’ firm in 


1927. 
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Incendiary Bombs Discussed 


H. R. BRAYTON, DIRECTOR OF THE 
STATE FIREMEN’S TRAINING SCHOOL 
at Texas A. & M. College, in an ad- 
dress before the recent annual meet- 
ing of the Texas Association of 
Mutual Fire & Storm Insurance 
Companies, gave the following inter- 
esting information concerning incen- 
diary bombs and their effect in the 
present war in Europe: 


“It is the incendiary bomb with which 
the fire department is most concerned. 
For it is this type of bomb whose func- 
tion it is to set fire to structures and 
thereby create emergency work which 
falls fully within the scope of the fire 
service. Incendiary bombs may range 
in weight from half a pound to about 
150 pounds. The half-pound bomb was 
developed by Great Britain shortly after 
the World War, while the two-pound 
bomb, of the smaller ones, is the one 
which is being most commonly used 
today. There seems to be some question 
as to the effectiveness of the smaller 
types of bombs. Because of the small 
quantity of combustible material car- 
ried, it must land adjacent to readily 
combustible materials in order to set 
fire. If it does not penetrate a fire-re- 
sistant roof, no fire will result. On the 
other hand, if it is employed where wood 
shingle roofs are encountered, or where 
a thin composition roof is in use, then 
its effectiveness would be marked. The 
large types of bombs are highly effec- 
tive. They have sufficient weight, and 
obtain sufficient velocity in falling, to 
penetrate almost any type of roof, with 
the result that they exert their fire- 
starting ability within the structure. 


“The two most commonly used types 
of incendiary bombs today are the ther- 
mite bomb and the thermite bomb with 
‘electron’ jacket. Thermite is a mixture 
of aluminum and iron oxide (iron rust). 
The mixture is confined in a case of 
either zinc or iron, or of electron metal, 
which is an alloy of magnesium with a 
small amount of hardening and strength- 
ening material such as aluminum, cop- 
per, silicon, etc., added. The advantage 
of the latter type of bomb is that the 
jacket will also burn, adding to the heat 
generated. 


“The thermite is ignited by means of 
a fuse set off by the impact of the 
bomb whereupon the thermite starts to 
burn. The chief product of the combus- 
tion is molten iron, and the heat gen- 
erated is terrible, reaching approximately 
4,500 degrees Fahrenheit. A bomb, of 
which the case is made of electron metal 
may burn from ten to fifteen minutes. 
The thermite filling burns but one min- 
ute, however, and serves to ignite the 
magnesium case which contains the in- 
cendiary effect at a temperature of about 
2,700 degrees Fahrenheit for approxi- 
mately fifteen minutes. The intense heat 
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created by the larger thermite bombs 
enables them to burn through several 
floors of a building before their com- 
bustible ingredients are finally con- 
sumed. Thus while a bomb may come 
to rest on one of the upper flors of a 
building, it may burn through to the 
floors below before it is finally ex- 
hausted. 


“In addition to thermite bombs, phos- 
phorus bombs and sodium bombs are 
also occasionally employed. 

“In using incendiary bombs for mili- 
tary operation, the success of the opera- 
tion is dependent upon the number of 
fires which can be started at approxi- 
mately the same time. If a plane carries 
2,000 of the small bombs, and if only 
10% of them are effective in starting 
fires, there will be 200 fires created by 
the one plane. If a number of planes 
are involved in this operation, the size 
of the job facing a fire department can 
be appreciated. 

“Although anti-aircraft guns were ef- 
fective during the last part of the Span- 
ish War in keeping planes at a great 
height and warding off many attacks, 
the tactics employed by some airplanes 
engaged in incendiary work were as fol- 
lows: The planes would travel at an 
elevation of about 25,000 feet until 
within a few miles of their objective. 
Then they would shut off the motors 
and coast toward the property to be at- 
tacked. In this matter their presence 
was frequently not known until the 
bombs had been dropped. In fact, the 
planes had opportunity to dump their 
load and be well on the way back be- 
fore any of the bombs had reached 
their objective. 

“With such a weapon as the incendi- 
ary bombs now commonly employed, 
the huge job facing a fire department 
in the event of an air attack cannot be 
minimized. Present facilities ‘of no 
American fire department are either ade- 
quate or suitable for handling such a 
myriad of fires. 

“Extinguishing a fire involving ther- 
mites presents many difficulties. In the 
first place, the use of water streams on 
thermites not only increases the in- 
tensity of the fire, as previously noted, 
but also tends to cause explosion of 
the material, which spreads fire and 
endangers the men operating on it. The 
fire cannot be smothered and therefore 
carbon tetrachloride and carbon dioxide 
are of little use. Furthermore, the use 
of carbon tetrachloride extinguishers on 
such fires is not recommended from the 
safety angle. As the thermite fire can- 
not be extinguished, about all the 
fire department can do is to prevent the 
fire from involving adjacent combustible 
materials. Powdered tale talc and dry 
sand are effective in slowing down the 
combustion of the thermite bomb, 
though they will not extinguish the 
fire. On the other hand fog nozzles 
have been used with good effect. The 
fine fog or mist discharged on the ther- 
mite speeds up its burning as indicated 
above, but it does not cause the explo- 
sion produced by a solid stream of 
water on the thermite. Furthermore, 
the fog wets down the combustible ma- 
terial around the thermite bomb, and 
permits the bomb to burn itself out 
without spreading the fire. Of course, 
if the thermite bomb burns through the 
floor, it must be followed up after any 
fire it may have caused in the first 
location has been extinguished.” 
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Publish New Edition of 
Handbook of Fire Protection 


THE NATIONAL FIRE PROTECTION 
ASSOCIATION, 60 BATTERYMARCH 
Street, Boston, Massachusetts, an- 
nounces the publication of the 9th 
Edition of the Crosby-Fiske-Forster 
Handbook of Fire Protection. The 
last edition of this book was pub- 
lished in 1936. 

The new 9th edition of the hand- 
book of fire protection is by far the 
most comprehensive yet issued. Each 
chapter has been revised extensively 
to include not only new information 
available, but also to include new 
tables, charts, diagrams and illustra- 
tions. In keeping with the purpose 
of a reference book, all information 
is presented clearly, concisely and as 
far as possible in non-technical lan- 
guage. 

Those responsible for this new and 
greater up-to-date handbook have 
been the more than 100 men who 
are recognized authorities in the vari- 
ous branches of the fire protection 
engineering profession. It is the com- 
bine of their knowledge and talents 
that is presented to you in the new 
1300 page Crosby-Fiske-Forster 
Handbook. 

The book may be secured from the 
NFPA at a cost of $4.50 per copy. 


John A. Buxton Heads 
Minnesota Implement 


THE PROMOTION OF FOUR MAJOR 
EXECUTIVES TO POSTS OF HIGHER RE- 
sponsibility — effective as of January 
1, 1941 — proved the most impor- 
tant action taken at the recent meet- 
ing of the board of directors of the 
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Minnesota Implement Mutual Fire 
Insurance Company, Owatonna, Min- 
nesota. John A. Buxton advanced 
to the presidency of the company 
from the position of first vice-presi- 
dent; secretary James E. Kidd was 
promoted to first vice-president; F. 
Keen Young was chosen secretary, 
and L. E. Hartle was given the post 
of assistant treasurer, which he will 
fill without relinquishing his present 
position as assistant secretary. 

The change followed the acceptance 
of the resignation as an officer and 
director of the company’s president, 
C. E. Twitchell, who has announced 
his intention of entering the reinsur- 
ance field, and the retirement of as- 
sistant treasurer, F. C. Kinyon. 

The new president has served the 
Minnesota Implement Mutual Fire 
Insurance Company in a number of 
capacities since joining the organiza- 
tion in 1919. He was elected secre- 
tary of the company in 1930, and 
named first vice-president in 1933; 
for several years he has been in 
charge of sales. 

The company’s board of directors 
is made up of chairman C. I. Buxton, 
John A. Buxton, Edmund Hartung, 
James E. Kidd, F. J. Lake, E. P. 
Lynch, W. L. Mott, W. E. Reid, 
Eric Sletten, and M. J. Solum. 


Texas Court Upholds Mutual 
Insurance of Public Property 


AS THE RESULT OF THE DECISION 
RENDERED ON JANUARY 9 BY THE 
Beaumont (Tex.) Court of Civil 
Appeals — in Lewis vs. Independent 
School District of the City of Austin, 
et al. — agreement is general in mu- 
tual insurance circles that the way is 
now open to secure from the Su- 
preme Court of Texas a clear-cut 
opinion on the constitutionality of the 
‘Texas statute which authorizes the 
insurance in mutual companies of the 
properties of public corporations. It 
is expected that C. H. Lewis, a tax- 
payer who is seeking to enjoin the 
payment by the school district of a 
$264 fire insurance premium to the 
Millers Mutual Fire Insurance Com- 
pany of Texas, shortly will perfect 
an appeal to the state’s highest tribu- 
nal from the unfavorable decision of 
the three-judge Beaumont court. 
The highest courts of other states 
often have decided in favor of the 
mutual insurance carriers the ques- 
tion of whether a public corporation 
such as a school district — in insur- 
ing in mutual companies — is violat- 
ing the provision found in many 
state Constitutions which prohibits 
the lending of the public credit to 
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private organizations, and which for- 
bids public corporations to invest in 
the securities of private corporations. 

In Texas a statute approved in 
1929 specifically authorizes the insur- 
ance of public property in mutual 
companies, and the mutual carriers 
have written such business in the 
state for many years. A recent opin- 
ion of Texas’ Attorney General, how- 
ever, questioned the constitutionality 
of the statute, and is regarded as 
having prompted the present court 
action, 

The petition for injunction — 
which would enjoin the school dis- 
trict from paying the premium and 
the company from receiving it — 
was heard originally in the Travis 
-County Court at Austin, and was 
denied on April 1, 1940. Because of 
the existence of a heavy docket in 
the Austin Court of Civil Appeals 
the hearing of Lewis’ appeal was 
transferred to the beaumont Court 
of Civil Appeals. 

That court’s decision, handed down 
by Chief Justice Daniel Walker, held 
that in purchasing the mutual fire in- 
surance policy and in contracting to 
pay the premium the school district 
did not in any way make a loan of 
its credit to the Millers Mutual Fire 
Insurance Company of Texas. Com- 
menting upon the theory advanced 
by counsel for Lewis that a partner- 
ship exists among the policyholders 
in a mutual company, the decision 
stated: “A mutual insurance corpo- 
ration is not a partnership; the pol- 
icyholders are neither partners of 
each other nor of the company.” It 
declared also: “The school district 
did not become a stockholder in the 
Millers Mutual lire Insurance Com- 
pany or a subscriber to its capital 
stock by its purchase of the insurance 
policy in issue.” 

“The point presented by this ap- 
peal is of the greatest importance to 
the municipalities of this state,” the 
decision concluded. “Article 4860a-8 
is remedial in its nature, and on the 
statement we have taken from appel- 
lees’ brief it appears that the mu- 
nicipalities insuring with the Millers 
Mutual Fire Insurance Company 
make great savings on their insur- 
ance premiums. Since the very con- 
stitutional points presented by this 
appeal have been ruled against appel- 
lant in every state where they have 
been raised, we do not feel author- 
ized, on the authorities cited by ap- 
pellant, to hold that Article 4860a-8 is 
unconstitutional. It follows that the 
judgment of the lower court should 
be affirmed, and it is accordingly so 
ordered.” 
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STOCK ASSOCIATION 


H. O. L. C. CONTRACT 


HELD ILLEGAL IN NEW YORK 


Ht contract effective February 

1, 1940, between the Home Own- 
ers’ Loan Corporation and the Stock 
Company Association has been de- 
clared to be in violation of the In- 
surance Law of New York in a re- 
cent ruling made by Superintendent 
of Insurance Louis H. Pink. This 
ruling followed an opinion by the 
Attorney General of the state in 
which it was held that the contract 
violated the RKebating Law. 

The contract covered properties 
throughout the United States upon 
which mortgages were held by the 
Home Owners’ Loan Corporation. 
They are often referred to as “dis- 
tressed ” properties. Under the con- 
tract the Association agreed to make 
monthly allowance to the Home 
Owners’ Loan Corporation for in- 
spection and other services on a basis 
of 25% of the premiums collected. 
It is estimated that the premiums 
collected run well over one and a 
half million dollars a year. 

In his ruling, which follows in full, 
the Superintendent invited the inter- 
ested parties to consider the possi- 
bility of filing a rating plan which 
would come within the provisions of 
the Insurance Law and at the same 
time offer a solution to the problem. 

Following the release of his ruling, 
Superintendent Pink informed the 
press that he had been advised that 
the HOLC and the SCA were en- 
gaged in revising the agreement 
which had been held to be in viola- 
tion of the New York Insurance Law 
and that a draft of the revision would 
be submitted to him in a short time. 

In Matter of Contract 
HOME OWNERS’ LOAN CORPORATION 


at DECISION 
STOCK COMPANY ASSOCIATION 
The Home Owners’ Loan Cor- 


poration and the Stock Company As- 
sociation entered into an agreement 
effective February 1, 1940, under 
which the association agreed to in- 
sure the corporation against all fire 
loss and damage that might be sus- 
tained upon all properties wherein 
it had an insurable interest as de- 
fined in the contract. 

The contract has been the subject 
of considerable controversy in a 
great many states and its legality has 
been questioned in a number of them. 
The most questionable is that part of 
the agreement which makes a monthly 
allowance to the corporation on a 
basis of 25 per cent of the premiums 
collected. The provision reads as 
follows: 


“Service by Association 

“116. The Association agrees to co- 
operate with the Corporation in effect- 
ing reductions in operating expenses 
and to this end will assign to the Cor- 
poration such representatives and per- 
form such service as may be mutually 
agreed upon. 

“Inspection & Fire Prevention and 
Collection Expense 

“(2) Furthermore, in consideration of 
the collection by the Corporation of the 
premiums for such insurance as it may 
order for the accounts of its mort- 
gago1s, vendees or lessees and in con- 
sideration of the expense to be incurred 
by the Corporation in connection with 
such insurance, and for the superior in- 
spection and fire prevention service that 
will be undertaken by the Corporation 
on all properties in which it has an in- 
surable interest, the Association agrees 
to make a monthly allowance to the 
Corporation on a basis of twenty-five 
per cent (25%) of such premiums.” 

It has been contended that this 
provision violates the rebating laws 
of New York and of many other 
states. 

The contract became effective as 
of February 1, 1940. The Home 
Owners’ Loan Corporation had a 
similar contract during the years 1935 
to 1940 with both stock and mutual 
fire insurance companies. The allow- 
ance to the Corporation under that 
contract was 5 per cent as against 
25 per cent and the services rendered 
differed somewhat from those de- 
scribed in the contract under dis- 
cussion. 

In the latter part of 1939, the Fed- 
eral Home Loan Bank Board, which 
is the parent of the Home Owners’ 
Loan Corporation, announced that 
the old contract was being cancelled 
and asked for the submission of new 
proposals. The Federal Bank Board 
felt that new arrangements should 
represent a substantial modification 
of terms so that a lower cost would 
be effected. Conferences were held 
and the contract under consideration 
was the result. The supervising au- 
thorities in the states were not con- 
sulted. It is apparent that the par- 
ties must have contemplated the rat- 
ing laws and rebating laws of the 
various states for the contract con- 
tains the following provision: 
“Legality 

“302. It is understood and agreed 
by and between the parties hereto that 
this Agreement and each and _ every 
part thereof is contemplated by the par- 
ties hereto to be in accordance with the 
insurance laws of the respective States 
and Territories; and that if it shall be 
hereafter determined that any section 
or clause herein is in violation of any 
such law or laws such clauses or sec- 


(Continued on page 27) 
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A driver undergoing test for glare on the glarometer. 


Psychology Tackles 
The Accident-Prone Driver 


By RANDALL R. HOWARD 


HE practical use of psychology, 

toward the control of accidents 

by automobile drivers, has 
passed into a second new phase. 

It used to be thought by many 
people that psychology could, by 
means of a few simple “tests” with 
mechanical equipment, perform the 
magic of culling out in advance the 
drivers who might be expected to 
have accidents. Of course that day 
still may come, but it is not yet in 
sight as a practical working program 
—either for passenger car or truck 
drivers. 

However, this does not mean that 
the use of the principles of psychology 
in the control of automobile driver 
accidents is being given up. On the 
contrary, there are being developed 
new kinds of psychological programs 
for the more speedy training of new 
drivers and for the “cure” of the ac- 
cident-prone drivers after they have 
been discovered through their driv- 
ing experiences — although many of 
the managers of commercial fleets 
who are profiting by such programs 
do not think of them as based upon 
applied psychology. 

The beginning phases in the use 
of psychology for the control of 


driver accidents started ten to fifteen 
years ago as laboratory experiments. 
At least twenty different scientific 
tests have been developed in the 
United States and foreign countries 
for studying and measuring the so- 
called “psychological and physiolog- 
ical traits in drivers.’ Some of these 
driver tests have been given wide 
publicity. This undoubtedly has been 
of great educational value in helping 
many drivers and prospective drivers 
to a better understanding of the men- 
tal and physical requirements for effi- 
cient and safe driving. 

The visitor to almost any large 
public exhibit is likely to find one or 
more displays of “driver tests.” Curi- 
ous people of both sexes and all ages 
will be waiting for a free test. The 
apparatus will be dressed up to re- 
semble a real automobile under high- 
way driving conditions — usually a 
driver’s seat, steering wheel, foot 
brake and accelerator, perhaps a 
panel board, and possibly a moving 
scenic panorama ahead. 

There is always a “reaction time” 
test, to prove how quickly the driver 
could apply the brakes to escape a 
threatened collision. Then often a 
light-color sight test, to learn if he 
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can distinguish between a red “stop” 
light and a green “go” light. Maybe 
a field-of-vision test to learn if he is 
handicapped by “tunnel vision.” Pos- 
sibly a test of his accuracy to esti- 
mate distance and travelling speed. 
Also a steering test to measure his 
ability to coordinate eyes and hands; 
and his emotional stability in an emer- 
gency. Maybe an added strength 
test; and possibly one to measure his 
acuity in hearing. 

Such tests, if with standardized sci- 
entific equipment under expert super- 
vision and _ properly interpreted, 
should prove valuable to any thought- 
ful person in revealing to himself his 
driving strengths and weaknesses. 
But would high markings in the tests 
necessarily prove that he is now or 
will become “ a good safe driver?” 
This, because of evident conflicting 
opinion, may still be regarded as an 
open question. 

(ne kind of answer came a few 
years ago from the manager of a 
large Chicago trucking fleet. He had 
been much impressed by a demon- 
stration of the reaction time test, and 
arranged for all of his hundred or 
more city pick-up and over-the-road 
drivers to take it. 

The results were quite unexpected. 
His driver who showed the quickest 


reaction time — and who therefore 
should presumably have been his 
safest driver — was a young, jittery 


fellow who was always doing things 
“before he thought.” He had just 
had a costly accident and was on the 
edge of being discharged as an in- 
competent. In contrast, his driver 
who showed the most sluggish “‘re- 
action time” was one of his oldest 
drivers, who had never had a serious 
accident — doubtless because he, 
either consciously or unconsciously, 
had been able to build up other com- 
pensating habits to protect him from 
his slow reaction-time handicap. 
Another kind of answer has come 
from a midwestern, state where a man 
applied for a state driver’s license. 
The State Examiner recommended 
that the license be refused, on the 
ground that a test had proved very 
definitely that the applicant was color 
blind. It was reasoned that since he 
could not distinguish between a red 
and a green traffic light, naturally he 
would be a public accident menace. 
The applicant retained a lawyer 
to file a protest before the court. The 
Judge seemed inclined to agree with 
the State Examiner, but the attorney 
demanded proof that color-blindness, 
in itself, ever had caused a traffic 
accident. The Examiner searched 
and even appealed to state and na- 
tional safety authorities — but no 
such definite example could be cited. 
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It has been explained that a color- 
blind driver usually realizes his 
handicap ; but even if he does not, he 
instinctively makes personal adjust- 
ments. He knows the relative posi- 
tions of the “stop” and “go” lights 
of his community, and he can judge 
from the intensity of a light whether 
it is on or off. He also is guided at 
the controlled intersections by the ac- 
tions of the other drivers. 

In the latest revision of the pam- 
phlet of the National Safety Council 
on “Selecting Drivers for Commercial 
Vehicles,” it is stated as a conclu- 
sion that : “To date, little relationship 
has been established between the 
scored ratings developed with such 
tests (psychological and physiolog- 
ical) and the operating ability or ac- 
cident proneness of drivers. How- 
ever, the tests may be used to advan- 
tage for educational purposes and to 
stimulate driver interest.” 


HERE is no longer any doubt, 

based on numerous studies, that 
there is accident proneness among 
automobile drivers. That is, a rela- 
tively large percentage of all street 
and highway accidents are being 
caused by a relatively small percent- 
age of the drivers. But since psycho- 
logy cannot yet cull out in advance 
these accident-prone drivers, how can 
they best be recognized? And what 
can be done in a national way about 
them ? 

The answers to these questions are 
not very satisfactory in the recent 
national study of the accident-prone 
driver made by the U. S. Bureau of 
Public Roads for the Department of 
Agriculture, as one of their six re- 
ports on “Motor Vehicle Traffic Con- 
ditions in the United States.” They 
studied chiefly the accident records of 
29,531 Connecticut drivers, as re- 
ported over a period of six years. 
They found “an excess of accident- 
free drivers, and also an excess of 
drivers with a high rate of accidents.” 
Four per cent of the drivers studied 
were accident repeaters. They con- 
stituted 20% of all drivers who had 
accidents, and they had 36% of all 
the accidents. The youths of 21 had 
nearly twice their proportionate share 
of accidents. While the drivers of 
45 to 50 years were killing 66 per- 
sons, the youths of 19 to 21 were 
killing 215, or more than three times 
as many. 

“In the case of the youthful acci- 
dent-prone class,” states the report, 
“it is not known whether the trouble 
is due to inexperience, lack of judg- 
ment, or poor training. Some further 
psychological studies of younger 
drivers are needed, but in the mean- 
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time it seems safe to point to driver 
training as an obvious approach to 
the problem.” 

In another of these six reports — 
on the “case histories” of 892 fatal 
highway accidents studied — it is 
stated that “lack of experience plays 
but a little part in the accident prob- 
lem,” since most of the operators had 
had at least a year’s driving experi- 
ence. For the 892 accidents studied, 
2,524 “causes” were listed, or nearly 
three per accident. These were tabu- 
lated in order of their greatest fre- 
quency, as follows: 

Speed excessive for conditions, 
636. Pedestrian’s condition, 417. 
Driver’s negligence, 361. Poor visi- 
bility, 302. Temporary hazards in 
roadway, 232. Pedestrian’s faulty ac- 
tion, 178. Driver’s faulty action, 155. 
Driver’s condition, 152. Faulty con- 
dition of motor vehicle, 52. Faulty 
action of driver of vehicle other than 
a motor vehicle, 21. Passenger’s 
faulty action, 16. Other factors, 2. 

As to the largest single reported 
cause — “speed excessive for con- 
ditions” — by far the most frequent 
condition for which the speed was 
excessive was “poor visibility at 
night.” This suggests another im- 
portant question to which psychology 
is giving much attention: What pro- 
portion of reported driver accidents 
is from “accident proneness,” and 
what percentage is due to “normal 
human failures ?” 

Professor T. W. Forbes, of the 
Bureau for Street Research at Yale 
University, after a study of the same 
29,531 Connecticut accidents investi- 
gated for the report to the U. S. De- 
partment of Agriculture, declared as 
his opinion that not more than 1.3% 
of the drivers, charged with 3.7% of 
the accidents, should be classed as 
“accident prone”; and the remain- 
ing 98.7% of the drivers, causing 
96.3% of the accidents, were “normal 
drivers.” 

This brings forward the further 
question as to what are the psycho- 


logical limitations of the normal 
driver. 
One interesting answer is con- 


tained in the fairly recent book on 
“Safe Driving — Human Limitation 
in Automobile Driving.” (Double- 
day, Doran & Company, Inc., New 
York.) It is written in part by J. R. 
Hamilton, an advertising man, and 
in part by Dr. Louis L. Thurston, 
Professor of Psychology at the Uni- 
versity of Chicago. He is past presi- 
dent of the American Psychological 
Association and has supervised ex- 
tensive laboratory and actual highway 
tests to confirm their conclusions. 


They start with the basic fact that 


about 60% of all automobile acci- 
dents are on highways where speed 
is the principal factor, and the lim- 
itation of the normal human eye the 
chief hazard ; and the fact that about 
40% of accidents are in traffic lanes 
where the chief factor is human lim- 
itations in responding to the usual 
confusing multiplicity of attention ap- 
peals to the eye and ear of the pedes- 
trian and driver. 

Here, for example, is a statement 
they make about the hazard from 
highway speed: “The faster you go, 
the farther ahead you try to see. 
When you're going 65 miles an hour 
you are focusing your eyes on a 
point 2/5 of a mile ahead. If there 
is an obstruction under the 2000 foot 
range you will never see it.” 

The authors conclude, based on 
their laboratory and highway tests, 
that 45 to 50 miles an hour is the 
maximum safe speed for any highway 
driver during daylight hours, and 
that the maximum safe speed for 
night driving is considerably less. 


HERE has been much contro- 
versy as to what is a “good 
driver,” and an “accident-prone” 
driver. Statistically speaking, only 
one accident by a driver proves noth- 
ing about his possible accident-prone- 
ness, since by the “law of chance” 
all active drivers are due to have an 
accident within six or seven years. 
Even two accidents fairly near to- 
gether possibly might be explained 
by the law of chance and bad luck. 
But three accidents within a year 
usually are assumed to classify a 
driver as a “repeater.” A man promi- 
nent in traffic research has defined a 
“good driver” as one who hasn’t had 
an accident for “five years or more.” 
Since psychology has not yet made 
it practicable to cull out in advance 
the accident-prone drivers, the only 
other way to detect them is either 
through observations or the syste- 
matic tabulations of their accident or 
traffic violations records. As related 
to states, some of the State Highway 
Departments or their equivalents are 
doing this, and a few are carrying on 
experimental programs for the con- 
trol or cure of their accident repeat- 
ers. A few cities also have notable 
programs in the psychological follow- 
up of accident-prone drivers. Lead- 
ing examples are Detroit and Chi- 
cago. 

For about ten years in Detroit 
they have been taking driver training 
very seriously. There are traffic 
schools conducted by the Detroit 
Board of Education; and another 


school conducted by the Recorder’s 
Court, especially for traffic violators 
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“sentenced” to attend a certain num- 
ber of classes. If a persistent violator 
does not respond, he then is sent to 
the Psychopathic Clinic. Here is con- 


ducted a series of investigations 
which include aptitude tests, physical 
and neurological examinations, intel- 
ligence measurements and psychiatric 
surveys. From these results recom- 
mendations are made to the trial 
judge, such as to whether the offen- 
der’s license should be permanently 
revoked, how his physical or mental 
deficiencies might be _ corrected, 
whether he should be sent to an in- 
stitution. 

Alan Canty, the Supervisor Traffic 
Psychotechnologist, expressed at a 
recent Safety Congress his opinion 
about some of their driver tests. 
“Quick reaction time,” said he, “‘is 
important in driving, but many de- 
vices for measuring it are not 
equipped to detect the elements of 
fatigue, toxic conditions in the body, 
or any of the many other factors 
which influence the individual’s abil- 
ity to react.” 

Drivers who pass through the clinic 
which he supervises also are given 
tests to measure their steering ability, 
color blindness, glare sensitivity, vi- 
sion and other factors. Little effort 
is made to correlate these results with 
the accident record of the driver. 
This is in part because they have 
found that another big factor in 
driver accident proneness is one 
which is not subject to such -meas- 
urement — the factor of “faulty atti- 
tude.” This includes, as he has sum- 
marized, the so-called “smart aleck” 
driver, the “show off,” the selfish 
driver who has little regard for the 
rights of others, and the “horn 
blower” who laughs at the speed 
laws. 

He believes that the term “faulty 
attitude” might be more correctly 
called “American attitude.” A driver 
displaying it might be socially rather 
unsuccessful in his occupational and 
his community standing. But when 
out in his car he can take advantage 
of his “in-America” opportunity to 
demonstrate his driving and racing 
superiority over everybody else on 
the highway — until a traffic officer 
catches up with him. In Detroit, the 
attempted cure for such an egocen- 
tric driver is to pass him through the 
Psychopathic Clinic. 

Dr. Harry P. DeSilva, when still 
associated with the Bureau of Street 
Traffic Research of Harvard Univer- 
sity, made a report on the preliminary 
results testing about 500 “accident- 
repeaters,’ at the invitation of the 
Massachusetts Motor Registrar. 
“These drivers,” Dr. DeSilva sum- 
marized, “show more defects than the 
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average non-accident driver. Visual 
defects are the most common, al- 
though a considerable number of our 
subjects have exhibited marked indi- 
cations of overconfidence.” 


BOUT five years ago, the direc- 
A tors of the Psychiatric Institute 
of the Municipal Court of Chicago 
decided they were not giving enough 
attention to the increasing number 
of traffic violators being referred to 
the Institute by the three branch 
Courts, among the 36 Chicago Mu- 
nicipal Courts, which handle traffic 
offenders. So they set up new tech- 
niques for automobile accident re- 
peaters, which today require about 
six hours of time for an individual 
offender to pass through. 

Dr. Agnes A. Sharp, chief psycho- 
logist of the Institute, believes that 
the first step necessary toward solv- 
ing our national automobile accident 
problem is to search out “the eight 
or ten major psychological causes of 
automobile accidents,” and then to 
devise “sound ways of eliminating 
their causes.” 

Dr. David B. Rotman, director of 
the Psychiatric Institute, supervises 
the examination of an offending 
driver, which covers 40 points. As 
preliminary steps, they get a verbal 
statement from the arresting officer. 
The complainants in the case are in- 
terviewed. From the relatives of the 
offender they get his psychiatric his- 
tory, tracing his social development. 

In the direct examination of the 
driver, they test him for definite 
physical handicaps. This includes a 
check on such progressive diseases 
as diabetes and epilepsy, and others 
that might cloud his mind, such as 
venereal disease. They test such vis- 
ual defects as tunnel vision, blind 
spots, double vision, color blindness 
and discrimination of brightness con- 
trast; and any tendencies toward les- 
sening of sense acuity, slowing of 
perception or dulling of memory. 
Then an evaluation of his mental 
ability, checking neuroses or psy- 
choses that would make for unsafe 
driving. He is questioned on driving 
experience and knowledge of traffic 
regulations. He is given a road test. 
Finally, at least three staff members 
try to evaluate his “emotions and 
attitudes,” which would include his 
emotional stability at his work and 
in his home, and “his general state 
of well being and happiness.” 

A tabulation prepared by the In- 
stitute showed that 65.5% of the 
traffic offenders studied for this tabu- 
lation were in debt and 31.8% un- 
employed ; 64.2% had drinking hab- 
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its, 74.5% smoking habits, and 25% 
were under influence of alcohol at 
time of arrest. 25% were laborers, 
60.9% semi-skilled or skilled labor, 
and about 13% _ semi-professional, 
professional and business. As_ to 
physical handicaps, 24.8% had eye 
defects, 18.5% tremors, 13.4% were 
cripples, 7.2% had speech defects, 
6.2% were partially deaf, 8.25% had 
epilepsy, 5.05% were mental cases, 
and 1.1% feeble-minded ; 21.2% had 
venereal diseases ; 14% had previous 
auto arrests, and 58% previous auto 
accidents. 


It has been stated that the chief 
obstacle to the organization by courts 
of additional psychological and psy- 
chiatric clinics for offending drivers 
— such as the ones described for De- 
troit and Chicago — is the lack of 
trained supervising personnel. Such 
a program also must have aggressive 
public support and involves consid- 
erable annual expense. 


In addition to the programs which 
have been described here for the use 
of psychology in a clinical way by the 
courts, the principles of psychology 
are also being used in practical ways 
by industry. There are numerous 
examples of such use by the man- 
agers of trucking and motor bus 
fleets — in the selection of their 
drivers, in more speedy methods of 
training them, and in the control and 
cure of their accident drivers, as such 
accident-proneness develops. As pre- 
viously stated, many of these fleet 
managers do not think of these pro- 
grams as psychological. Nevertheless, 
many of them in their driver train- 
ing programs do utilize new psycho- 
logical principles which have been 
developed during the past ten years 
through the scientific study of drivers. 


As att example of what is meant, 
at a recent safety conference to con- 
sider methods of retraining bus driv- 
ers after they have had accidents, it 
was the general conclusion, as stated 
by one of the speakers, that “the 
number or men who cannot be 
trained out of accident proneness is 
extremely small.” 








Claim Association Meeting 


to be Held in Atlantic City 


THE INTERNATIONAL CLAIM ASSO- 
CIATION WILL HOLD ITs 1941 con- 
vention on September 8, 9 and 10 at 
the Hotel Ambassador, Atlantic City, 
Willard FE. Hein, Chairman of the 
Executive Committee, recently an- 
nounced. Early indications point to 
a record attendance at the Associa- 
tion’s 32nd Annual Meeting. 
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New Mexico Disapproves 


HOLC Contract 


THE CONTRACT ENTERED INTO BY 
THE STOCK COMPANY ASSOCIATION 
and the Home Owners’ Loan Corpo- 
ration early last year has been dis- 
approved in New Mexico by Super- 
intendent of Insurance R. F. Apo- 
daca. Following receipt of an opin- 
ion from the State Attorney General 
which held the contract violated the 
state’s anti-rebate law, Superinten- 
dent Apodaca dispatched the letter 
which appears below to all stock fire 
insurance companies concerned and 
licensed to do business in the state 
of New Mexico. 

“Following the Attorney Generals’ 
opinion dated January 14, 1941, with 
respect to a contract made and en- 
tered into by and between the Home 
Owners’ Loan Corporation and the 
Stock Company Association effective 
February 1, 1940, I am satisfied that 
policies or certificates of insurance 
cannot be legally issued thereunder in 
this State. 

“Therefore, until an acceptable so- 
lution to this problem is submitted 
for filing with this Department your 
attention is directed to that portion 
of Section 71-148, 1929 Compilation. 
as amended by Sec. 5, Chapter 138 


of the Laws of 1937, to-wit: 

xe * 

“Tt shall be the duty of the superinten- 
dent upon being satisfied that any such 
insurance company, or agent thereof, has 
violated any of the provisions of this sec 
tion, to revoke the license of the said 
compeny or agent.” 


Pennsylvania Lumbermens’ 
Executive Dies 


PAUL §. SETTLE, \ MEMBER OF THE 
PENNSYLVANIA LUMBERMENS MU- 
tual Fire Insurance Company organ- 
ization for the past 35 years, the last 
ten of which he had charge of the 
company’s Lumber Department, died 
recently in Philadelphia. He was 67 
years old. 
eee 


Jenifer Appointed Idaho 
Insurance Director 


JOEL JENIFER OF LEWISTON, IDAHO, 
\ FORMER MEMBER OF THE STATE 
legislature has been appointed Direc- 
tor of Insurance of Idaho by Gov- 
ernor Chase Clark. He succeeds T. 
M. Walrath. 

Three days prior to the appoint- 
ment of Mr. Jenifer to the director- 
ship, Governor Clark had named 
William Clark of Emmett, Idaho, to 
the post with Mr. Jenifer as Deputy 
Director of Insurance. Mr. Clark, a 
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From a painting by Marie Goth 














Portrait of J. J. Fitzgerald Presented to Company 


PRESENTED TO THE GRAIN DEALERS 
NATIONAL MUTUAL FIRE INSURANCE 
Company by the employes, the por- 
trait of J. J. Fitzgerald shown above 
will hang on the walls of the Board 
room at the home office in Indianap- 
olis. It is an unusually good likeness 
and the pose is especially character- 
istic. The artist, Marie Goth of 
Nashville, Indiana, is one of the 
Brown County group, who has 
achieved a wide recognition of no- 
table work in portraiture. Miss Goth 
has deftly caught the warm human 
nature and the essentially good humor 
of the sitter in addition to the unmis- 
takably Gaelic architecture of the 
“Editor of the Mutual Forum” and 
president of “Grain Dealers Mutual”. 

At a gathering on the 23rd of 
December, Mr. Gage McCotter made 
the presentation on behalf of the 
employes, outlining the career of the 


subject and expressing gratification 
of the group in the providing of this 
lasting tribute. In accepting the pic- 
ture for the company, Mr. R. K. 
Eby gave a brief commentary on the 
loyal and united effort of the em- 
ployes which had been coordinated 
and made even more highly effective 
by the unremitting hard work and 
unusual executive genius of Mr. 
Fitzgerald. 

Among the guests were Mrs. C. 
A. McCotter, widow of the founder 
of the company; Mr. Tully C. Crabbs 
and Mr. C. R. McCotter as repre- 
sentatives of the directors in addi- 
tion to Mr. Eby. Congratulatory mes- 
sages from the absent Board mem- 
bers were read during the program. 
Attending also was the artist, who 
received generous, well-deserved 
compliments on the execution of the 
portrait. 








local agent for the past three years, 
refused the directorship, however, 
stating that he did not care to make 
the sacrifice because of the press of 
private business. Inasmuch as the 
Idaho law requires that the director 
shall have had 5 years’ experience in 


the insurance business, it was pointed 
out that Mr. Clark could not have 
qualified for the post. 

Mr. Jenifer who is associated with 
the American Finance Company at 
Lewiston was a member of the 1933 
Idaho House of Representatives. 
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UNIVERSITY TEACHERS OF INSURANCE 
HOLD MEETING IN CHICAGO 


HE always interesting meeting 

of the American Association of 

University Teachers of Insur- 
ance, held annually during the Christ- 
mas holidays, turned up at the 
Stevens Hotel in Chicago on Decem- 
ber 27, 1940, with an increased mem- 
bership and augmented enthusiasm. 
The insurance press sent representa- 
tives in considerable numbers, espe- 
cially to hear the proposed debate on 
State vs. Federal Supervision of In- 
surance, which it was felt held possi- 
bilities of controversial comment. 
The main address on this subject is 
published in another section of this 
magazine. While no conclusions were 
arrived at, so far as resolutions were 
concerned, there were various inter- 
esting opinions expressed, mention of 
which will be made in our report of 
the afternoon session. 


The program opened with a round 
table discussion of “The Objectives 
and Content of the Survey Course in 
Insurance.” This period was under 
the chairmanship of J. Anderson 
Fitzgerald of the University of 
Texas, a newcomer in the affairs of 
the Association who displayed a very 
alert faculty for keeping the discus- 
sion within proper bounds and coor- 
dinating the different talks. 


Participants in the round - table 
were Howard Berolzheimer, North- 
western University; E. A. Gaum- 
nitz, University of Wisconsin; C. M. 
Kahler, University of Pennsylvania, 
and Joseph Pillion, Miami Univer- 
sity, with supplementary remarks by 
Ralph H. Blanchard of Columbia 
University, Robert Riegel of Buffalo 
University and Alfred Manes of the 
University of Indiana. Much of the 
argument centered around arriving at 
a definition of what a “survey course” 
is, it finally being tentatively agreed 
that the survey type of education had 
to do with a general view of a sub- 
ject which resulted in a little knowl- 
edge about many things. Whether 
this little knowledge was to be con- 
sidered as dangerous, occupied much 
of the time allotted for debate during 
the first session. 

Mr. Pillion said his college had 
given a trial to the survey course 
but dropped it as a part of the curri- 
culum of the business school. He 
stated that while the plan might be 
of some benefit to liberal arts stu- 
dents, it had failed to measure up to 
the needs of various students of eco- 
nomic subjects. 

Mr. Gaumnitz was rather favor- 
able to the survey course as it had 





been used at Wisconsin. In his basic 
course, he said, students are admit- 
ted with no distinction being made 
between those who expect to pursue 
insurance as a career and those who 
may go into other types of business. 
Some attention is given to the stand- 
ard fire policy itself, the automobile 
policy and the ordinary life policy, 
and subsequent courses are given in 
life, fire or casualty insurance or in 
suretyship, in which the subject mat- 
ter studied is very general. It was his 
theory that insurance companies pre- 
fer to give their own brand of tech- 
nical training to those entering the 
business and depend upon the col- 
leges only to furnish a broad back- 
ground. 

Mr. Kahler explained the survey 
course available at the University of 
Pennsylvania, which is open to both 
general business students and those 
intending to specialize in the insur- 
ance field. For students with the 
former purpose the course aims to 
give knowledge of certain fundamen- 
tals and how to apply them to the 
problem of buying the right cover- 
ages and getting the best services of 
carriers. This is considered also use- 
ful in making a choice of insurance 
as a life work and deciding whether 
to go along in the many other insur- 
ance courses at Pennsylvania. Furth- 
er, it gives a valuable background for 
those who expect to be interested in 
governmental or social science activi- 
ties. 

It was Mr. Berolzheimer’s obser- 
vation that students in  survery 
courses are handicapped by their 
mental confusion as to where they 
can find a job after they leave col- 
lege. There are both life and prop- 
erty courses at Northwestern and he 
said he was convinced that a repeti- 
tion of some of the fundamental mat- 
ters studied in both courses was not 
a waste of time for students who 
followed one with the other. 

Ralph H. Blanchard of Columbia 
summed up much of the argument on 
both sides by telling of having gone 
through three stages in developing 
the courses now used in his depart- 
ment. He said he first employed spe- 
cialized courses in life, fire and casu- 
alty subjects and then worked into a 
survey course in general principles 
of insurance. This latter, he thought, 
was not completely satisfactory be- 
cause of the difficulty of making it 
realistic. Experience has taught him, 
he said, to construct courses which 
are functional but without specializa- 
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tion in any subject. At Columbia 
there is a two-year and a three-year 
course which, as to the general field 
of insurance, covers approximately 
the same subject matter, but the 
longer course goes deeper into a 
number of fundamental problems. 

Robert Riegel, of the University 
of Buffalo, stated that he was not 
convinced that as yet the insurance 
business had developed a general set 
of principles so that one could evolve 
a survey course which was based 
upon principles alone. At the same 
time he did not believe it would be 
necessary to teach the various types 
of insurance in water-tight compart- 
ments so that the individual who 
studied one form could not learn 
something about the other. 

The round table brought out criti- 
cism of certain books of compara- 
tively recent origin which have for 
their purpose casting doubt on the 
sound economics and even the moral 
integrity of insurance as a_ whole. 
While educators were counseled not 
to attempt to indoctrinate students, 
it was deemed essential to advise that 
a fair and impartial attitude be taken, 
and that the general excellence of 
insurance management and _ service 
over a long period of years be used 
as a guide instead of putting too 
much stress on items of scandal which 
may appear here and there. 

Alfred Manes of the University of 
Indiana thought that the fundamen- 
tal principles of insurance were far 
enough developed to provide material 
for basic courses. He explained that 
in his long experience in European 
countries he had observed the same 
trend away from survey courses as 
had been spoken of by Mr. Blanchard. 
He deplored the lack of interest in 
insurance displayed by American 
textbooks on economics and advo- 
cated that the various professors in 
schools of business should occasion- 
ally sit in on seminars devoted to in- 
surance. He indicated that this 
should include what we called ‘“so- 
cial insurance” (meaning the social 
security program), health insurance 
and the like. 

ee @ 


T the luncheon meeting brief 
talks were made by President 
McCahan and by Harry J. Lohman, 
also of Pennsylvania, the latter sug- 
gesting a resolution endorsing in 
principle the establishment of profes- 
sional standards for property and 
casualty insurance, leading to a pro- 
posal that in these latter fields de- 
grees be given comparable to the 
C.L.U. degree in life insurance. The 
resolution adopted at the evening ses- 
sion read: 
Whereas the insurance institution has 
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played a vital role in the economic de- 
velopment of this country, has contributed 
materially to social progress and has pro- 
moted governmental stability, and 

Whereas the growing complexity of the 
human needs which insurance can properly 
meet necessitates broad knowledge and 
specialized skill on the part of agents, 
brokers and other field representatives who 
guide the public in the selection of hazards 
to be covered, the adaptation of contracts 
to fit specific cases, the prevention of loss, 
the preparation of claims, and the gen- 
erally wise use of insurance services, and 

Whereas the time has arrived when it 
appears that field and home office leaders 
in property and casualty insurance would 
be willing to support professional stand- 
ards of a high order for field representa- 
tives who advise the insuring public, which 
standards would be substantially compa- 
rable to those which have been adopted in 
life underwriting. 

Therefore be it resolved that in the in- 
terest of the insuring public which needs 
the services of competent, ethical, expe- 
rienced advisers and in the interest of the 
able men and women who wish to prepare 
for a life career of constructive and ef- 
fective activity, the members of this 
American Association of University 
Teachers of Insurance here assembled en- 
dorse in principle the establishment of 
professional standards for property and 
casualty insurance and express their will- 
ingness to cooperate in an.advisory capa- 
city with representatives of the insurance 
institution in attainment of this goal, and 

Be it further resolved that the presi- 
dent of this Association be requested to 
appoint an advisory committee consisting 
of three members which, with the presi- 
dent as an additional ex officio member, 
shall be authorized (1) to convey to lead- 
ers in the various branches of property and 
casualty insurance the sentiment towards 
professional standards herein expressed, 
and (2) to extend such assistance of an 
advisory nature as may be necessary to 
carry out effectively the general intent of 
this resolution. 


It is understood that an advisory 
committee chosen from the insurance 
industry is soon to confer with a 
committee of the Association on de- 
tails of evolving courses for this pur- 
pose. 


The afternoon session with Profes- 
sor George W. Goble of the School 
of Law, University of Illinois, pre- 
siding, was taken up almost in its 
entirety with the delivery of the paper 
on “State vs. Federal Regulation of 
Insurance,” by Harold C. Havig- 
hurst of Northwestern (referred to 
above) and a discussion of the sub- 
ject by a number of professors and 
by laymen in the business. The ad- 
dress of Mr. Havighurst was in the 
best professorial manner, examining 
the subject from various angles and 
refusing to be stampeded by any per- 
sonal disposition to praise or blame. 


His talk began with a discussion 
of the recent investigation by the 
T.N.E.C. which he thought had done 
a great deal of good in rousing the 
insurance world from a too-long con- 
tinued lethargy. It was his opinion, 
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however, that the method of question- 
ing and the avid search for inconse- 
quential deficiencies had somewhat 
handicapped the whole procedure. 
Further he traced the development of 
the idea of Federal regulation and 
came out with the conclusion that 
state supervision had not really fal- 
len down and still could be trusted 
for its purpose generally. 


He strongly espoused the idea of 
Federal insurance of policyholders 
from loss caused by company fail- 
ures, this to be similar in operation 
to the present Federal insurance of 
bank deposits. His entire paper was 
an enlightening and well ordered 
treatment of his subject. 


Rollin M. Clark, vice-president of 
the Continental Casualty and Con- 
tinental Assurance, complimented 
Mr. Havighurst on his study and 
went along with the professor’s ideas 
in most part until reaching the Fed- 
eral insurance suggestion. With this 
he did not agree. It was his conten- 
tion that the history of life insurance 
revealed that where companies had 
failed, this had been due to improper 
management and thus it followed that 
policyholders of good companies 
should not be penalized by the acts 
of officials of other companies who 
had ruined their concerns by dishon- 
esty or stupidity. He pointed out 
that company failures had seldom re- 
sulted in default in payment of death 
claims and certainly if any security 
fund were set up it should go no 
further than guaranteeing such claims. 


A counter suggestion was that if 
a demand should arise for such a 
plan this was a matter to be given 
attention by the states instead of the 


Federal government. Arguing again 
in this direction he said that one of 
the virtues of state supervision is 
that local experiments may be tried 
out with a minimum of disturbance 
if they prove unsuccessful. Likewise 
the state supervision setup furnishes 
a convenient and nearby center to 
register inquiries and complaints 
which might easily be lost in distance 
and detail if they had to be referred 
to Washington. 


Colonel C. B. Robbins, manager 
and general counsel of the American 
Life Convention, was very gracious 
in acknowledging the excellence of 
Mr. Havighurst’s scholarship but 
contended that the balance was so 
heavily against the activities of the 
T.N.E.C. that little could be said in 
its favor. It was his opinion that 
Federal supervision was not called 
for, that the life insurance compa- 
nies had done an efficient and re- 
markable job in being of service to 
policyholders, and that the record of 
the companies through both prosper- 
ity and depression periods had amply 
justified the continuation of public 
confidence. 


(Mr. Havighurst’s paper is repro- 
duced below in its entirety.) 


At the evening meeting all officers 
were re-elected, including Dr. David 
McCahan of the University of Penn- 
sylvania, as president; Dr. Edson L. 
Bowers, Ohio State University, vice- 
president, and Dr. C. A. Kline, Uni- 
versity of Pennsylvania, secretary- 
treasurer. Dr. J. Anderson Fitzger- 
ald, University of Texas, and Wade 
Fetzer, Jr., W. A. Alexander & Co., 
Chicago, were elected members of the 
executive committee. 


State vs. Federal Regulation 
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An Address 
By HAROLD C. HAVIGHURST 
PROFESSOR OF LAW, NORTHWESTERN UNIVERSITY 
Before the annual meeting of the American 
Association of University Teachers of Insurance, 
Chicago, Illinois, December 27, 1940. 


HERE has been a good deal 

of talk in recent months about 

federal regulation of insurance. 
The interest in the question, I think, 
is due almost entirely to the investi- 
gations of the Temporary National 
Economic Committee. The testimony 
heard at several scattered sittings in 
1939 fills four volumes of the Com- 
mittee’s reports and covers many 
phases of the life insurance business. 


The hearings were prepared and 
staged by the Securities and Ex- 
change Commission and this body 
plans to issue a report based on the 
information obtained. It is generally 
believed that no recommendations for 
action by the federal government will 
be made in this report, but there will 
be rather severe criticisms of many 
insurance companies’ practices. Some 
insurance company officials and oth- 
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ers have held to the belief that 
Washington would not show so much 
interest in the business unless some 
action was contemplated. However, 
as far as I know, no responsible per- 
son either in or out of the Govern- 
ment has publicly sponsored any 
movement for taking the supervision 
of insurance away from the states 
and placing it in the hands of the 
federal government. 


It is true that Senator O’ Mahoney 
in the course of the hearings made 
some remarks which have been the 
subject of comment. Witnesses were 
being examined on lobbying activi- 
ties of the companies in connection 
with proposed state legislation. It 
appeared that there were a number 
of measures introduced in some of 
the states that would have constituted 
a drain on company assets and hence 
would have affected the interest of 
policyholders in the mutual com- 
panies throughout the country. Con- 
fronted by this problem, the Senator 
indulged in what seems to have been 
only a little thinking out loud. At 
one point he says— 

“IT am merely trying to probe the situ- 
ation, but here we have clearly pre- 
sented a national business with effects 
upon the whole economy, with no effec- 
tive system of supervision in the public 
interest. I feel that those of you who are 
experts in this business and experts in 
other industrial lines and in other lines 
of commerce could very well advise the 
National Legislature as to what the con- 
tents should be of a national system, 
but that there should be a national sys- 
tem becomes increasingly apparent to 
me as we proceed with this study.” 


That was back in June, 1939. 


But in September, 1940, before the 
American Bar Association, and in 
October, before the American Life 
Convention, the Senator emphati- 
cally denied that he was an advocate 
of federal supervision or that the 
TNEC or any agency connected with 
it had ever recommended or sug- 
gested any legislation that would 
weaken state supervision. Neverthe- 
less, in spite of these disclaimers, the 
interest in the possibility of Congres- 
sional action in the matter persists. 

This is not the first time in our 
history that the question has been 
the subject of discussion. Immedi- 
ately after the Civil War, before 
state regulation was well under way, 
a movement for a federal insurance 
act gained considerable support. It 
seems to have been stopped in 1869 
by the Supreme Court holding in 
Paul v. Virginia, to the effect that 
insurance was not “commerce” and 
therefore it was subject to state 
licensing. It was about that time that 
most of the early state legislation was 
enacted. 
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Again, in the early years of this 
century, when state controls seemed 
to be ineffective and the insurance 
business came to be in bad repute, 
the question was again agitated. But 
the Armstrong Committee activities 
and their legislative aftermath in New 
York and elsewhere gave new vigor 
to state regulation ; there was a gen- 
eral house cleaning by the insurance 
companies; and the need for fed- 
eral intervention was no longer felt. 


It is worthy of note, I think, that 
in the past, when the issue has been 
presented, the insurance interests 
have always opposed state supervi- 
sion and have apparently looked with 
favor upon a national system. In 
the two Supreme Court cases where 
the issue whether insurance was in- 
terstate commerce was raised the 
companies have supported that side. 
In Paul v. Virginia, to which I have 
already referred, an insurance agent 
sought to avoid a state licensing re- 
quirement; and in New York Life 
Insurance Company v. Deer Lodge 
County, decided in 1913, we find 
the insurance company arguing that 
a state tax on insurance premiums 
was invalid as a burden on “inter- 
state commerce”. To have upheld 
the contention of the companies in 
these cases would have greatly weak- 
ened the power of the states over in- 
surance matters and would have 
made federal supervision inevitable. 


It is hardly necessary for me to 
say that today the companies are no 
longer on that side. I believe that 
the insurance people, to a man, are 
now firm in their belief that insur- 
ance is not “interstate commerce”. 
They prefer the present system of 
supervision. Nor are the reasons for 
this difficult to understand. In the 
first place, the Federal Government 
in recent years has achieved a reputa- 
tion for vigorous administration, — 
or, as some would say, harassing ad- 
ministration. The accusation has 
been made that it is hostile to busi- 
ness; and doubtless there are insur- 
ance men who share this view. Fur- 
thermore, although in times past the 
companies have been known to chafe 
under the compulsions of the state 
regimes, seventy years of living with 
insurance commissioners have re- 
sulted in the solution of many diffi- 
cult problems of adjustment. Either 
state control has become so far har- 
monized with self-control that the 
harness does not rub, or repeated 
rubbing has produced a callousness 
at the points of friction. When the 
unknown, but easily imagined, rigors 
of federal enforcement are contem- 
plated, the yoke of state regulation 
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seems easy and its burden seems 
light. 

Personally, I do not believe that 
the companies have anything to fear. 
Of course, a holding by the Su- 
preme Court that the insurance busi- 
ness was “interstate commerce” 
would upset the apple cart. The 
legal basis for state licensing would 
crumble. There would then be noth- 
ing left to do except for the federal 
government to take over. But I am 
confident that this will not happen. 


T is true that the National Labor 

Relations Board has recently di- 
rected that an election be held to 
ascertain the representatives of the 
industrial insurance agents of the 
John Hancock Mutual Life Insur- 
ance Company for purposes of col- 
lective bargaining with the company. 
There you have federal regulation of 
an insurance company. Insurance 
publications have featured this Labor 
Board case and the belief is wide- 
spread that it involves a holding that 
the insurance business is “interstate 
commerce”; that the older Supreme 
Court cases to which I have referred 
have been disregarded. The opinion 
of the Board does not refer to these 
decisions, but it does indicate clearly, 
I think, that its finding in the matter 
of jurisdiction derogates in no way 
from their validity. The view is not 
that the insurance business is “inter- 
state commerce”, but rather that the 
operations of the company are so 
closely connected with other inter- 
state activities that any disruption 
of its business by reason of labor 
difficulties would affect “interstate 
commerce”. This is in line with many 
other decisions giving the Board 
jurisdiction over labor disputes in a 
local business, and the principle has 
been affirmed by the Supreme Court 
in the Commonwealth Edison case. 

The particular order of the Board 
in the John Hancock case is not re- 
viewable, but it is conceivable that 
other orders that are reviewable and 
based on the same theory of jurisdic- 
tion will at some time come before 
the courts. If this should occur, since 
the basis of jurisdiction on the 
Board’s theory is somewhat tenuous, 
it is possible that it may be driven 
to argue that cases like Paul v. Vir- 
ginia should be overruled. As I said 
before, however, I am pretty sure 
that the basis of state jurisdiction 
is safe from what we might call this 
juristic hazard. 

If you will pardon one more word 
in a legalistic vein, I would like to 
say that, as instanced by the theory 
of the John Hancock case before the 
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Labor Board, the power of Congress 
to regulate insurance is by no means 
dependent upon a holding that the 
insurance business is “commerce”’. 
More and more in recent years Con- 
gressional enactments, operating dli- 
rectly in fields not in themselves a 
proper subject of national control, 
have been upheld because they afford 
protection for activities which are 
entrusted to the care of the national 
Government by the Constitution. 
Thus since the insurance companies 
lend money to great enterprises en- 
gaged in interstate commerce and af- 
ford insurance facilities necessary for 
the proper conduct of such commerce, 
it is apparent that it is within the 
power of Congress to enact extensive 
regulatory measures designed to 
maintain the effective functioning of 
insurance companies. What the limi- 
tations on this principle as a basis 
for national control are, no one can 
safely predict; but it is probable that 
if Congress should choose to exert 
its power in this respect together 
with its power over the mails to the 
maximum, state supervision would 
be rendered superfluous, and might 
be expected eventually to die out. 

To summarize the legal situation: 
A revolutionary judicial decision 
might almost overnight throw the 
insurance problem into the lap of 
the federal government, but I am 
confident that will not happen. On 
the other hand, there are no serious 
legal impediments to national control 
if that should seem advisable. The 
question of state vs. federal supervi- 
sion is therefore one which must be 
decided on its merits. 

Actually 
a complete 
tion at the 


I think the argument for 
system of federal regula- 
present time is extremely 
weak. The establishment of such a 
system would be a tremendous un- 
dertaking. I do not believe it would 
be advisable under normal circum- 
stances; and I certainly would op- 
pose it at a time when all the energies 
of the federal government are needed 
for national defense. 


The state system is by no means 
perfect, but much progress has been 
made over a period of more than 
seventy years. In the last few years 
new Codes have been enacted in IIli- 
nois and New York, which repre- 
sent a distinct advance in the stat- 
utory law to which the insurance 
companies are subject. As far as I 
am able to observe, state regulation 
is as effective today as at any period 
in the past, and far more effective 
than at some periods. That does not 
mean that it is good enough, but it 
is something to be considered. 
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Although a federal system would 
doubtless profit much by the lessons 
learned in the course of the state ex- 
perience and would make consider- 
able use of state-trained personnel, 
nevertheless I fear that some ground 
would be lost. And I doubt if this 
would be adequately compensated for 
by the crusading zeal which might 
be expected in the first years of a 
new regime. That might have some 
disadvantages as well as advantages. 

Only serious inadequacies of state 
control or wide-spread abuses in the 
insurance business which state gov- 
ernments either can not or will not 
correct would, to my mind, justify 
taking away this area of administra- 
tion from the states. Let us consider 
whether there are any such inade- 
quacies or abuses. 

The lack of uniformity in state 
laws is often mentioned as one of 
the weaknesses of the state system. 
Actually, however, this has not 
proved seriously detrimental. A large 
measure of uniformity has been in 
fact achieved with respect to im- 
portant substantive regulations. For 
example, standard clauses prescribed 
for various kinds of policies and 
methods of valuation of policies are 
substantially the same in most juris- 
dictions. The National Association 
of Insurance Commissioners has been 
the most important agency in bring- 
ing about uniformity and interstate 
co-operation. It has promoted much 
progressive legislation. Its commit- 
tee on the examination of companies 
has been able to make the arrange- 
ments necessary to avoid wasteful 
duplication of effort in this field. 


NOTHER factor tending to- 

ward uniformity has been the 
leadership of the outstanding insur- 
ance state, New York. Not only has 
its legislation frequently served as a 
model for other states, but the effect 
of its law and its administration has 
been felt directly in other parts of 
the country where the companies 
there domiciled have transacted busi- 
ness. In fact, other companies even 
though not organized or qualified 
under New York law have been in- 
duced by the pressure of competition 
to follow its requirements, as wit- 
ness the practice with respect to in- 
terest rates on life insurance policy 
loans. Shortly after the passage of 
the New York statute reducing the 
maximum interest rate on policy 
loans from 6 per cent to approxi- 
mately 5 per cent, about two-fifths 
of the large companies not licensed 
in New York and under no legal 
compulsion whatever in this respect, 


lowered their interest rates. The 
wide-spread influence of New York 
governmental agencies in these mat- 
ters has served in part to make up 
for the handicap inherent in the lack 
of an active central government with 
power to make its decrees effective 
throughout the entire country. 

There has been some trouble with 
fly-by-night concerns that do busi- 
ness only across state lines and try 
to steer clear of all state control. 
Broad statutory definitions of what 
constitutes the transacting of insur- 
ance business within a state have 
helped in the suppression of such 
activities. Federal policing of mails 
and radio broadcasting has been the 
most effective method of dealing with 
this type of racket. I do not believe 
that it is a very serious problem, and 
I am pretty sure it can be handled 
with Federal co-operation. 

The subjection of companies doing 
business on a national scale to the 
whims of forty-nine different legis- 
latures might be regarded as an un- 
fortunate feature of the state system 
of regulation. It is true that a law 
of one state may have national sig- 
nificance. I have referred to the 
extent of the New York influence 
nationally, and I have indicated my 
belief that it has been beneficent. 
But in lesser degree the power of 
every other state government may 
be felt beyond its own borders, and 
it might be expected that in some 
instances such power would be un- 
wisely exercised. Also legislatures 
are under some temptation to enact 
laws for the benefit of local inter- 
ests, but detrimental to the larger 
good. Attempts to milk the com- 
panies by the imposition of unfair 
taxes are not unknown. However, in 
the case of states having insurance 
companies organized under their own 
laws, retaliatory measures have been 
a deterrent. And in all jurisdictions 
the insurance company lobbies have 
been able to prevent the enactment 
of most of such measures. The 
TNEC investigations have revealed 
some unscrupulous practices in con- 
nection with the insurance company 
lobby, and I realize that the strength 
it has developed, enables it often to 
defeat measures that may be wise 
and in the public interest. My ob- 
servation leads me to believe, how- 
ever, that the majority of bills which 
it opposes are not of that character, 
and I am sure that the strength of 
the influence exerted does not de- 
pend in any great degree upon un- 
scrupulous practices. 

The case for federal control, how- 
ever, is not based so much upon the 

(Continued on page 21) 
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Anything Can Happen 
... And Does! 


By PAUL JONES 
EDITOR, PUBLIC SAFETY 
Reprinted by special permission from December 
issue of Public Safety. 


ACH year a surprising number 
of people discover new and 
novel ways of getting liurt. 

And the results are positively start- 
ling. 

A man in Chicago, for example, is 
bitten by his own false teeth. A steel 
executive in Colorado rides out of his 
office on the cowcatcher of a locomo- 
tive. A proud father in Illinois tries 
to put a diaper on his new baby and 
ends up in the hospital. 

Some of these odd accidents are 
amusing. Others are tragic. Put 
them all together and you find that 
late, the master showman, again has 
produced a literal hit parade of the 
year — the Oddities of 1940. 

So, without further ado, on with 
the show ! 

Chief Clerk John Donnelly of the 
Cleveland Municipal Court is quite 
a reader and frequently has his nose 
in a book. But one March day this 
year he had his nose in book ends — 
and it wasn’t comfortable. 

Mr. Donnelly was moving several 
beoks, in book ends, from one table 
to another. The books began to slip 
dnd he tried to push them back be- 
tween the book ends with his chin. 
But the books fell anyway, and the 
book ends came plopping together 
with Mr. Donnelly’s nose between 
them. It was well red. 


Louis Durdy of Pana, Illinois, can 
understand now why the man in the 
Bible had so much trouble finding a 
good Samaritan. Smelling smoke one 
November afternoon, Mr. Durdy 
dashed into a nearby hotel room and 
rescued a sleeping guest from a flam- 
ing mattress. Firemen came, seized 
the burning bedding and tossed it out 
the window. It landed on an auto- 
mobile parked outside the hotel. 

Yes, it was Mr. Durdy’s auto. The 
auto was burned up, and so was Mr. 
Durdy — plenty ! 

Joseph Callahan of Chicago always 
had taken good care of his false 
teeth and, so far as he knew, they 
had no reason to dislike him. But 
one day as he dozed, he slipped off 
his chair. His teeth fell out and 
landed tooth-side up on the floor. 
Mr. Callahan’s forehead struck them 
and they gave him a vicious bite. 

When a calf lassoes a man — that’s 
noose! The man, Edward Acree, 
was walking along a road near Brazil, 
Indiana, when the man-puncher calf 
broke loose from its tethering stake 
and dashed across the highway, its 
chain swinging. Mr. Acree complains 
that the next thing he knew the calf 
had lassoed him with the chain. 

Herbert Greenwald of Berwyn, 
Illinois, is a meticulous golfer and 
always tries to have his eye on the 
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ball. But one day in October Mr. 
Greenwald switched the formula and 
had the ball on his eye. 

Swinging lustily in the rough, Mr. 
Greenwald struck the ball squarely. 
It hit a nearby stone concealed in 
the grass, ricochetted straight up- 
ward and broke Mr. Greenwald’s 
glasses into bits. The unhappy golfer 
not only was cut about the face, but 
he lost a stroke — and it was match 
play ! 

Mr. Jay J. Martin, of Pueblo, 
Colorado, is ready to believe that al- 
most anything can happen in the steel 
business. Mr. Martin, a steel com- 
pany executive, was seated at his 
desk one day, intending to stay there 
a while, when the next thing he knew, 





what was he doing but riding out of 
his office on the cowcatcher of a full- 
fledged locomotive ! 

At the end of his journey, which 
took him through a partition or so, 
Mr. Martin, understandably travel 
stained, learned that what had hap- 
pened was that the locomotive had 
jumped the track just outside his 
office and had come on in through 
the wall. Mr. Martin didn’t take the 
same train back. 

Bill Hilterbrand of Springfield, 
Missouri, knows now just how a 
hydraulic brake feels, He was drink- 
ing a bottle of soda pop in a filling 
station and discussing politics with a 
friend. Engrossed, he picked up a 
bottle and took a big swig. It wasn’t 
the right bottle, and it wasn’t even 
pop. It was brake fluid ! The results 
weren’t serious, however, for, as you 
might expect, Mr. Hilterbrand was 
able to stop quickly. 

Ever so often, it seems some poor 
soul has to have his pants jerked off 
in public by an automobile. This 
year’s victim of l‘ate’s perennial gag 
was Mr. Giovanni Evangeliati, of 
Rochester, New York. 

Mr. E. was waiting, believe it or 
not, for a streetcar in the crowded 
downtown district when the door 
handle of a passing automobile 
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caught the Evangeliati trousers and 
neatly swooshed them off. The apolo- 
getic driver rushed Mr. E. home for 
replacements. 

Bob Forde, strolling along in 
Marysville, California, wondered why 
the two men approaching him were 
walking so far apart. It wasn’t neigh- 
borly. Mr. Forde decided to go be- 
tween them. By the time he dis- 
covered they were carrying a big 
sheet of window glass, it was too 
late. Mr. Forde describes the ex- 
perience as paneful. 

e® ee 

ALTER BELL, a rural mail 
We ake of Harlin, Iowa, has 
heard of people fighting buzz saws, 
and he believes he can appreciate 
what they are up against. On a 
warm day this summer Mr. Bell 
plugged a six-volt fan into an 110- 
volt socket. The fan, the sissy, 
couldn’t take it and leaped whirring 
toward Mr. Bell like an airplane. He 
raised his arm to stop it. Result: 
35 stitches. 

Elmer Mahnke is one of the people 
who fear quick inflation. This per- 
haps is understandable in view of an 
experience Mr. Mahnke had this 
year. 

Mr. Mahnke is a filling station 
man at Racine, Wisconsin, and part 
of his job, of course, is to blow up 
footballs and basketballs for small 
boys in the neighborhood. On the 
occasion to which we refer the air 
needle not only pierced a basketball, 
but Mr. Mahnke’s arm. The first 
thing he knew his arm was bigger 
than Popeye’s. 

George Lundgren, a proud new 
papa of Aurora, Illinois, knew of 
course, that diapers are intricate con- 
traptions. But he had never regarded 
them as downright dangerous. How 
much a father has to learn ! 

Mr. Lundgren was earnestly ar- 
ranging a diaper on his baby daugh- 
ter when she squirmed and ungrate- 
fully took a poke at him. 

Mr. Lundgren knew how to handle 
that. He began to coo — and very 
nice cooing it was, too. But Mr. 
Lundgren is a tw0-way cooer, cooing 
outbound and inbound. And on an 
inbound coo an open safety pin he 
was holding in his mouth went along 
with the coo and landed in his throat. 

Mr. Lundgren was taken to the 
hospital, where an operation was per- 
formed to remove the pin. 

Eugene Ramsey, a carpenter of 
Burgaw, North Carolina, isn’t sure 
that if you build a better mouse trap 
the world will beat a path to your 
door. But he does know that a really 
good trap will go get its mouse. To 
wit : 

Mr. Ramsey was setting a trap for 
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a particularly elusive mouse when the 
snapper on the trap banged shut pre- 
maturely on his finger. With a howl 
of pain, he threw the trap under the 
kitchen stove. Sure — the trap hit 
the mouse and killed it ! 


EVER have more things hap- 
N pened to the Kaczynski fam- 
ily, of the Pittsburgh Kaczynskis, 
than on a cold day last winter. 

First, six-year-old Frank Kaczyn- 
ski grabbed a charged wire and 
couldn’t let go. Then his brother 
Walter, 8, grabbed Frank, and he 
couldn’t let go. Then sister, Anna, 
17, heard about it and dashed for the 
scene, just in time to see her sister, 
Frances, 14, get struck by a car. As 
Anna ran to help Frances, a big dog 
ran up and bit Anna. 

The commotion attracted brother 
John Kaczynski, 24. John chased 
the dog away and a few minutes 
later the Kaczynskis began pouring 
into the hospital. 

Frank and Walter were treated 
for burns, Frances for cuts and 
bruises and Anna for dog bite. The 
police sergeant who wrote it ali up 
tor the records was treated for writ- 
er’s cramp and fervently hopes that 
if it all ever happens again, it will 
happen to Smiths. 

Only slightly less rapid was the 
chain of events that transpired when 
Driver Lloyd Watson’s truck skidded 
over an embankment near Maysville, 
Kentucky, last April. Mr. Watson 
jumped to safety, but the truck rolled 
several hundred feet and knocked 
two houses off their foundations. 
They caught fire. 

The shock of the crash and the 
excitement of the fire engine intri- 
gued no less a celebrity than the 
Stork himself, arid a colored woman 
living in one of the houses promptly 
gave birth to a boy. 

Many a pedestrian has been struck 
by a hit and run driver. but to 
Mrs. Anna Martinelli of Johnston, 
Rhode Island, goes the distinction of 
being the victim of a hit and run dog 
which itself was the victim of a hit 
and run driver. The driver hit the 
dog and fled. The dog hit Mr. Mar- 
tinelli and fled. Mrs. Martinelli did 
not flee. She had been knocked un- 
conscious by the dog. 

Police had one clew to identity of 
the hit-skip dog. They were reason- 
ably sure its license number began 
with K-9. 

In Chicago a dignified old gentle- 
man was standing on a safety island, 
waiting for a street car and having 
no intention whatsoever of taking a 
taxicab. But he did. For as a pass- 
ing taxi swerved sharply to miss an- 


other car, the back door flew open. 
It scooped up the nice old gentleman 
and deposited him gently on the floor 
of the cab, all set for a ride. 

As Ralph Lyman, of Clarinda, 
Iowa, hurried to answer the phone he 
slipped and fell, but crawled pain- 
fully on to hear a voice say, “This 
is Doctor Burnett. Can you come 
right over and look at my furnace? 
It’s broken.” 

“You’d better come right over and 
look at my leg first,” replied Lyman. 
“It’s broken, too.” 

And it was ! 

In Farmington, Connecticut, two 
men were chatting on a bench. One 
got up suddenly. The bench tipped 
over, dumped the other man on the 
ground and then bopped him on the 
shoulder, breaking the collar bone. 
The victim of the improvised teeter- 
totter was Frank Hotchkiss. He and 
his friend have now arranged a se- 
ries of getting-up signals. 


HEN James Wetzel of Mil- 

waukee fell into a sand hopper 
and was buried up to his nose, he re- 
membered the story of the Three Lit- 
tle Pigs and the Big, Bad Wolf. So 
he huffed and he puffed until he had 
formed a hollow in the sand around 
his face. Then he kept on huffing 
and puffing until fellow workers 
found him, a little out of breath, but 
unhurt. 

Mr. and Mrs. Charles W. Mann, 
of Indianapolis, weren’t expecting 
anyone to drop in on them that day 
last winter. But 22 students of In- 
diana University did — in a bus! 
Mr. Mann was that surprised he 
thought it was an earthquake shak- 
ing the house. But Mrs. Mann wasn’t 
so sure, and when she investigated 
she found a big bus poking its nose 
through the basement wall. The bus 
was taking the students back to 
school fram a vacation and the driver 
had swerved to miss an auto. 

Oscar Smith, of South Bend, Indi- 
ana, used to scoff at the superstition 
that it was bad luck when a black cat 
got in front of you. Now he knows 
better — especially when the black 
cat is in a black bag. 

Oscar was driving along and the 
black cat was in the black bag on the 
seat beside him. All at once there 
was a swish and a swoosh and cat, 
bag and all landed kerplunk on the 
steering wheel. 

This surpised Oscar very much 
and before he could convince the 
wildly clawing cat that one driver 
at a time was enough, his car had 
collided with a milk truck. When the 
commotion died down, the cat and 

(Continued on page 26) 


lees 





dit 
m 
les 
sti 
cle 
cle 
ag 
tic 
ha 
mi 
the 
tar 
fiv 
cal 
bet 
su 
be 
Tt 
ela 
rat 
sul 
in 
gor 
] 
fed 
the 
has 
eX] 
in 
tio1 
We 
nes 
lem 
onl 
vie’ 
hon 
adn 
It 
to | 
fed 
of ; 
thar 
hav 
one 
gov 
tirel 
the 
pha; 
con 
insu 
to 
rem 
amii 
insu 
and 
dray 
port 
bj 
sym 
have 
conc 
testi 
out 
com 


sits | 


eXan 








wo 
ne 
ded 
the 
the 
me. 
ter- 
and 


MLil- 
yper 

re- 
Lit- 

So 
had 
und 
hing 
kers 

but 


ann, 
ting 
day 
In- 
nus ! 
| he 
hak- 
asn’t 
rated 
nose 
. bus 
c to 
river 


Indi- 
tition 
k cat 


nows 
black 


1 the 
n the 
there 
1 cat, 
n the 


much 
e the 
driver 
r had 
an the 
t and 








State vs. Federal Resolution 
(Continued from page 18) 


difficulties inherent in the govern- 
mental set-up as it is upon an al- 
leged lack of vigor and integrity in 
state administration. It is sometimes 
claimed that state officials are so 
closely associated with company man- 
agement and so far under its domina- 
tion, that at times state supervision 
has become impotent. No one would 
make such a charge, I think, against 
the supervision in the more impor- 
tant insurance states within the last 
five or ten years. Nevertheless it 
cannot be denied that there have 
been instances in some states where 
such a characterization would not 
be inapt. The testimony given at the 
TNEC hearings produced some rev- 
elations in this regard which were 
rather shocking, though perhaps not 
surprising to those who have kept 
in close touch with insurance and 
governmental affairs. 


But I do not see how a case for 
federal regulation is made out by 
the fact that such a state of affairs 
has occasionally existed, and may be 
expected to recur from time to time 
in the future. Federal administra- 
tion has not always been free from 
weakness or even corruption, as wit- 
ness Teapot Dome. Since the prob- 
lem is one that should be considered 
only as a long time proposition, the 
views which one might hold on the 
honesty and efficiency of the present 
administration are beside the point. 
If it is granted, as I think it ought 
to be, that over our whole history, 
federal government has shown less 
of a tendency to mal-administration 
than state government, that would 
have no bearing on this issue, unless 
one were disposed to argue that state 
governments should be abolished en- 
tirely. As I have already indicated, 
the only proper approach to this 
phase of the question is to examine 
conditions as they now exist in the 
insurance business itself with a view 
to determining whether a drastic 
remedy is called for. Such an ex- 
amination has been made of the life 
insurance business by the TNEC, 
and we are now in a position to 
draw conclusions at least as to this 
portion of the insurance field. 

[Let me say first that I am not in 
sympathy with the criticisms that 
have been made with respect to the 
conduct of that investigation. The 
testimony was directed to bringing 
out many of the brighter sides of 
company practice as well as some of 
its drabber aspects. Although the 
examining attorney revealed a tend- 
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ency to assume the role of a prose- 
cutor, I think that was _ perfectly 
proper and indeed inevitable. Nat- 
urally most of the witnesses were 
company representatives. (nly by 
cross-examination would it be pos- 
sible to get at some of the matters 
which they were less willing to talk 
about. Perhaps there was a bit too 
much of merely verbal fencing be- 
tween examiner and witness. There 
are many pages of testimony devoted 
to trying to iron out minute differ- 
ences in the precise coloring of the 
words used. Certain misunderstand- 
ings occasionally gave the impression 
of unfairness on the part of the ex- 
amining attorney or members of the 
Committee who engaged in the ques- 
tioning. But on the whole I feel that 
the hearings were conducted with 
the maximum degree of fairness con- 
sonant with effective investigation. 

The net result of the hearings was 
to focus attention on a number of 
practices which are difficult or im- 
possible to justify. On the grosser 
forms of mismanagement and fraud 
I need not dwell, — the milking of 
companies by the payment of ex- 
horbitant salaries to officers and to 
their friends and relatives, the en- 
gineering of reinsurance deals for the 
purpose of creating fat commissions 
for the management, the payment of 
fees to persons who render no serv- 
ice because of the political influence 
they enjoy, the use of the assets held 
in trust for policyholders to make 
inadequately secured loans to officers. 
Such evils do exist in isolated in- 
stances and are found principally in 
the smaller companies. There are, of 
course, some black sheep in the in- 
surance business as there are in 
others. All such things can be stop- 
ped if the insurance laws are reason- 
ably adequate and administration is 
honest. 


& & = 
N an entirely different level 
stand such matters as_ bad 


agency practices which lead to over- 
selling and are conducive to a high 
lapse rate, overemphasis on the sav- 
ings feature as distinguished from 
protection, the giving of patronage to 
firms in which directors are inter- 
ested, the self-perpetuating character 
of boards of directors with scarcely 
even a gesture in the direction of 
seeking policyholder participation in 
elections, the powerful influence ob- 
tained over the financial and com- 
mercial life of the country through 
the accumulation of huge aggrega- 
tions of invested assets. Some of 
these matters are the subject of an 
honest difference of opinion. Some 
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are not evil in themselves, but lead 
into temptation and make possible 
abuses which are difficult to detect. 
On almost every item you can find 
companies in the business whose 
practice is above reproach. This in- 
dicates that these matters are not 
inherent in the nature of the busi- 
ness. Most of them can be left for 
the companies themselves to take 
care of. The TNEC hearings have 
accomplished a tremendous amount 
of good in bringing these things out 
into the open and focusing attention 
upon them. Already I think I can 
detect some improvements in com- 
pany practices which are directly 
traceable to the self-searching induced 
by the Committee’s investigations. 
One line of attack pursued at the 
hearings does not impress me. I refer 
to the attempt to make out that com- 
petition among the companies is be- 
ing stifled by inter-company agree- 
ments and understanding with re- 
spect to group insurance and annuity 
rates, surrender values and charges, 
settlement options, and medical ex- 
aminations. I am strongly of the 
opinion that the policy of the anti- 
trust laws has only a limited appli- 
cation in the insurance field. And 
this, although I am a firm believer 
in preserving free competition in bus- 
iness generally. The principle of the 
free competitive market, however, 
contemplates marginal producers, the 
unrestricted opportunity for the en- 
trance of new enterprise into the 
field, and failures from time to time. 
Now in the life insurance business 
and, to a lesser degree, in other fields 
of insurance, I do not think there is 
a place for the marginal company in 
that sense or that failures now and 
then are wholesome. That does not 
mean, of -course, that private com- 
panies should be free to establish a 
controlled and non-competitive mar- 
ket for insurance. It does mean that 
if non-participating insurance is writ- 
ten on a scale sufficiently large to 
exercise a dominant influence on the 
market, government must take over 
the function of regulating rates. That 
is what has happened in the case of 
fire insurance and to a limited ex- 
tent in the casualty field. It has been 
avoided in the case of life insurance 
only by reason of the fact that the 
great bulk of life insurance is writ- 
ten on a participating basis. In the 
case of mutual companies, the guar- 
anteed rate is of comparatively little 
importance as a competitive factor, 
but there is room for spirited com- 
petition centering about anticipated 
net cost, the extent of coverage, 
promptness in paying claims and 
stability. Thus there is preserved a 
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measure of real competition without 
the sacrifice of security. 

I do not think it desirable that the 
companies should come to an agree- 
ment upon all fixed terms of the con- 
tract nor upon guaranteed rates, but 
the pooling of experience and the 
arrival at more or less definite under- 
standings on the actuarial principles 
to be employed in the solution of 
problems which they have in com- 
mon does not have the same sinister 
significance which such activities 
would have if the business were con- 
ducted on principles applicable to 
the major portion of the business 
world. Agreements between com- 
panies doing a non-participating bus- 
iness are less defensible, but the fact 
that they are in competition with the 
mutual companies and in no sense 
dominate the life insurance market 
alleviates to some extent the evils 
attendant upon price-fixing in general. 

The facts brought out by the 
TNEC investigation fall far short 
of indicating that state supervision 
has broken down. I believe they do 
show, however, that the companies 
still have a job to do, that state regu- 
lation can be improved, and that at 
some points federal laws supplement- 
ing state supervision may be of great 
value. 

e* @ @® 


WO suggestions along this line, 

with which I am in sympathy, 
were made by Superintendent Pink 
of New York in his address before 
the American Bar Association in 
September. The first is that the use 
of the mails might be denied to 
fly-by-night companies, doing busi- 
ness across state lines, which state 
laws can not adequately reach. I 
have already pointed out that the 
statutes on the use of the mails to 
defraud are now helpful for the pur- 
pose. But an act of Congress specif- 
ically directed toward insurance com- 
panies and relieving the prosecution 
from the heavy burden of establish- 
ing actual fraud, would make federal 
co-operation in this regard more ef- 
fective. 

The second suggestion of Mr. Pink 
is that the federal bankruptcy power 
be extended to cover insurance com- 
panies. The liquidation of companies 
at the present time is complicated by 
jurisdictional difficulties due to the 
presence of assets in many different 
states and the preferences which some 
state laws give to local creditors. The 
Uniform Reciprocal Liquidation Act 
has been designed to take care of 
these difficulties. But in the four 
years since it was drafted, it has 
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been adopted in only four or five 
states; and it seems doubtful if it 
will ever be enacted by a sufficient 
number of states to accomplish its 
purpose. 


A federal statute passed under the 
bankruptcy power will not be sub- 
ject to those limitations. I think 
such a law should make provision 
for the appointment of the insurance 
commissioner of the state where the 
company is domiciled as trustee. And 
as is true in the case of some of 
the present state insurance company 
liquidation statutes, the proceedings 
should be instituted only by the com- 
missioner. The liquidation of solvent 
companies as a penalty for failure to 
comply with the law or by voluntary 
act would probably not be within the 
bankruptcy power of Congress. But 
such proceedings do not present the 
problems for the solution of which 
state laws are inadequate. 


There are also other ways in which 
the federal government might co- 
operate. Perhaps the most serious 
social problem in connection with 
life insurance relates to the question 
of insurance for the low income 
groups. Already, through a skillfully 
devised system of social security 
death benefits, Congress has made 
provision for meeting actual need 
resulting from the death of wage- 
earners. Group insurance provided 
by the old line companies has also 
constituted a real contribution. But 
industrial insurance, with its exces- 
sive costs, pressure selling methods, 
and high lapse rates does not pre- 
sent a very bright picture. A survey 
of the life insurance policies of fam- 
ilies in the low income group in 
Massachusetts conducted by the SEC 
revealed for example one family con- 
sisting of a man, his wife and four 
children, who received an annual in- 
come of $850, and paid $150 in life 
insurance premiums on industrial en- 
dowment policies. The total insur- 
ance in force was $3,500. On the 
other hand another family, educated 
on the subject of savings bank life 
insurance, had an income of $1,100, 
paid $50 a year for insurance and 
received protection to the extent of 
about $4,000. Many other equally 
startling facts were uncovered by 
the survey. 


I do not have faith that savings 
bank life insurance in itself offers a 
solution for the problem. At the 
TNEC hearings the witness testify- 
ing for that type of insurance pointed 
proudly to the low mortality rate 
among policyholders. This, of course, 
helped to keep the net cost low; but 
to me it indicates that savings bank 


life insurance is not really meeting 
the need. For the lowest income 
groups do have a higher rate of 
mortality than the average; and if 
the mortality rate is more favorable, 
it simply means that by and large 
such insurance is not reaching that 
class to any considerable extent. 
Nevertheless I do believe that an 
extension of savings bank life insur- 
ance may be a factor in improving 
the situation. Insurance lobbies, and 
particularly the agents, have been 
able to prevent the passage of state 
laws on this subject outside of Mas- 
sachusetts and New York. But since 
agents’ organizations probably do not 
have as much influence in Washing- 
ton as they have in the state capitals, 
it might be possible to have Congress 
enact a law providing for a system 
of life insurance, properly limited, 
to be operated in connection with fed- 
eral savings and loan associations. 
Such a law, I think, would be helpful. 


INALLY, I believe that Con- 
F gress should make provision for 
a Federal Corporation for the In- 
surance of Life Insurance, along the 
lines of the Federal Deposit Insur- 
ance Corporation. This is a matter 
which no state government can ade- 
quately handle. And, to my mind, it 
is eminently desirable that such a 
step should be taken. It is true that 
life insurance companies during the 
economic difficulties of the early ’30’s 
stood up much better than the banks. 
The fact is, I believe, that something 
less than 1 per cent of all life insur- 
ance company policy obligations were 
permanently lost by the policyhold- 
ers. But even 1 per cent of nearly 
twenty billion dollars is no small 
sum, and there is no definite assur- 
ance that this record would be main- 
tained in the future. A system for 
the insurance of life insurance, al- 
though in limited amounts, would 
make certain the preservation of pub- 
lic confidence in the institution of 
insurance in times of stress and would 
practically eliminate the possibility 
of a run on cash surrender values 
such as was threatened and only nar- 
rowly averted in 1933. There is no 
point in waiting until after the horse 
is stolen before locking the stable 
door. 

I believe that such a plan would 
also have other desirable features. 
It would eliminate the competitive 
advantage which the largest com- 
panies now enjoy over the smaller 
ones, due to the tendency of the pub- 
lic to associate strength with size, 

(Continued on page 27) 
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Kamper Heads Wisconsin Mutual 
Knapp Honored — March, p. 7 
Knapp Named President of Norfolk- 
Dedham Mutual — January, p. 8 
Koehler Again Heads Wisconsin Mu- 
tuals — March, p. 10 

Larger Quarters for Butchers’ Mu- 
tual Casualty Company — October, 
p. 10 

L.M.C. Agents’ 
August, p. 11 
Lumbermens Promotes — June, p. 12 
G. Lester Marston Honored on Twen- 
ty-fifth Anniversary — October, p. 10 
Michigan Mutual Appoints K. L. 
Wright — May, p. 7 

Millers of Harrisburg Celebrates An- 
niversary — April, p. 26 

Millers National Appoints Giles As- 
sistant Treasurer April, p. i0 
Millers National to Move Into Larger 
Quarters — May, p. 7 

Morrell Named Assistant Vice-Presi- 
ident of P.L.M. — November, p. 10 
Muller Named President of Mutual 
Fire Engineers — November, p. 8 
Mutual Claims Men Meet — June, 
p. 6 


Loss 


Training School — 
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Mutual Conference in California — 
uly, p. 5 
Mutual Engineers 
7-9 — October, p. 9 
Mutual Fire Insurance Assn. Names 
Baker Executive Vice-President — 
March, p. 7 
“Mutual Insurance and Changing 
Economic Conditions,” by Dr. W. E. 
Grimes — December, p. 21 
Mutual Insurance Convention of 1940 
— September, p. 19 
Mutual Progress Told at Cincinnati 
Convention — October, p. 14 
Mutual Reinsurance Bureau Admits 
New Member — February, p. 9 
Mutual Underwriters Hold Annual 
Conference — June, p. 9 
“National 1752 Club” To Meet at 
Pittsburgh — September, p. 8 
New England Mutuals Host To Com- 
missioners — March, 1940 — p. 10 
New Home Office Building Plan of 
Employers Mutuals — August, p. 27 
1940 Mutual Directory Ready — Sep- 
tember, p. 10 
T. L. Osborn Advanced — April, p. 8 
Otto Re-elected President Michigan 
Mutual Liability — March, p. 6 
“Partners for One Hundred Years” 
— September, p. 7 
Plans for Mutual Convention 
Shape — August, p. 21 
Purmort Named President of Central 
Manufacturers’ — January, p. 8 
Shelby Mutual Celebrates 60th An- 
niversary — February, p. 24 
James A. Splaine, Liberty Mutual 
Veteran Retires — September, p. 27 
Tulley Named President of Mutual 
Field Men — June, p. 7 
Two Factory Mutual 
Merge — October, p. 6 
Virginia Mutuals in 18th 
Meet — June, p. 9 
Walworth Heads New York Mutuals 
— February, p. 9 
West Virginia Mutuals Meet October 
29 — October, p. 7 
Wheeler Heads New England Mu- 
tuals — June, p. 10 
Willems Named Medical Director of 
L.M.C. — July, p. 27 
Wisconsin Mutuals Elect — January, 
mn 7 
POLICY FORMS 
“A Buyer Talks About Revision of 
the New York Fire Policy,” by Regi- 
nald Fleming — May, p. 19 
“Company Man Replies Concerning 
New York Fire Policy Revision,” by 
Chase M. Smith — May, p. 21 
“Insurance Democracy at Work,” by 
E. W. Sawyer — November, p. 21 
Proposals for Standard Fire Provi- 
sions in New York — September, 
p. 21 
Publish New Text on Standard Fire 
Policy — October, p. 28 
Revise Auto Policy Provisions — 
April, p. 18 
“The Comprehensive Policy,” by A. 
P. Lange — September, p. 11 
“Trend of Auto Policy Forms,” by 
J. M. Sweitzer — November, p. 15 
PUBLIC PROPERTY 
Colorado Ruling O.K.’s Mutual In- 
surance Coverage on Public Property 


Meet November 


Take 


Companies 


Annual 


— March, p. 26 
Texas Court Rules on Public Prop- 
erty Insurance — April, p. 7 

RATES 


Congressional Rate and Adjustment 
Investigation — May, p. 7 
RECIPROCITY 
“Reciprocity,” by C. B. 
February, p. 23 


Larrabee — 
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Reciprocity Comes to Wartime Can- 
ada — January, p. 19 


RETIREMENTS 
Central Manufacturers Reinsures Bal- 
timore Company — December, p. 10 
Western Millers Takes Over Wash- 
ington Mutual — July, p. 6 


RULINGS 
California Opinion on Contersignature 
of Policies — June, p. 12 
California Ruling on Finance Compa- 
nies — April, p. 7 
Colorado Ruling O.K.’s Mutual In- 
surance Coverage on Public Property 


- March, p. 26 
Customer Group Accident Policies 
Prohibited — September, p. 9 
Fictitious Fleets Subject of Minne- 


sota Opinion — July, p. 

Florida Ruling on Personal Floaters 
— December, p. 10 
Franchise Tax Subject of 
Attorney General Opinion — 
ber, p. 10 

Gough Gives Approval to H.O.L.C. 
Payments — August, p. 12 

H.O.L.C. Contract isieaee Idaho 
Anti-Rebate Law — November, p. 9 
H.O.L.C.-S.C.A. Contract Declared 
Null —. Void in Missouri — Decem- 
ber, 

Tet ictiaasien Plan Subject to Fran- 
chise Tax — May, p. 5 

Installment Premiums Subject of Rul- 
ing — May, p. 5 

Interest Rate on Deferred Premium 
Payments in Missouri — November, 
p. 27 

Kentucky Rulings on Agents’ Com- 
mission — October, p. 28 

Lucas Cautions Writers of Automo- 
bile Fire Insurance — February, p. 10 
Michigan Ruling on “Stop Loss” In- 
surance — July, p. 8 
Missouri Rejects H.O.L.C. 
Plan — September, p. 25 
Nebraska Ruling on Aviation Exclu- 
sion Provisions — September, p. 5 
Nebraska Ruling Favorable to Mu- 


Arkansas 
Decem- 


Insurance 


tual Surety Companies — February, 
Pp. oe oe 
Neslen Warns Against Fictitious 


Fleets — December, p. 11 

N.L.R.B. Orders Life Companies to 
Bargain with Agents — September, 
p. 10 

Ohio Non-Resident License Ruling — 
June, p. 7 

Ohio Rules on Reinsurance in Unli- 
censed Companies — August, p. 7 
Ohio Ruling Bars May, _— from 


Selling Policies — Jul 4 
Opinion on AIT my by Fire Pro- 
tection — June, p. 8 


Prohibits Acceptance of Deposit — 
May, p. 4 

Prohibits Radio Advertising of Non- 
Admitted Insurers — December, p. 6 
Restricts Excess Line Accident Insur- 
ance — May, p. 7 

Retrospective Rating Subject of Min- 
nesota Opinion — April, p. 11 

R. I. Ruling Explains Fire Under- 
writing Expansion — November, p. 5 
Rhode Island Warns Against Ficti- 
tious Fleets — September, p. 10 
Rouillard Comments on H.O.L.C. 
Contract — November, p. 25 
Rouillard Rules on Endorsement for 
Drive Other Car Coverage — Novem- 
ber, p. 11 

Rules on Commissions to Unlicensed 
Producers — February, p. 7 

Rules on Policyholder Dividends — 
July, p. 24 

Rules on Release of Securities — 
August, p. 7 
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Rules on Settlement of Fire Losses — 
April, p. 10 

Ruling on Preparatory Courses for 
Agents’ Exams — August, p. 8 
Utah Attorney General Disapproves 
H.O.L.C. Contract — December, p. 9 
Warns Against Coercion by Lending 
Agencies — October, p. 28 
Warns Against Solicitation by 
residents — March, p. 5 

West Virginia Outlaws H.O.L.C 
— October, p. 8 
Wisconsin Hits 
September, p. 7 
Wyoming Has Not Approved H.O. 
L.C. Contract — November, p. 9 


Non- 
. Deal 


H.O.L.C. Plan — 


SAFETY 


Appeal for Reduction in Auto Acci- 
dents — December, p. 12 

“A Program for Getting Safe High- 
ways,” by Martin Cullerton — Aug- 
ust, p. 13 

Courtesy Week to be Observed in 
Chicago — September, p. 9 
“Defense” Central Theme of National 
Safety Congress — November, p. 25 
Employers Mutuals No Accident Con- 
test — December, p. 11 

National Defense Keynote of Safety 
Congress — September, p. 9 

New High in Safety Reached, by 
N. C. Mills — December, p. 12 


STATISTICS 


April Auto Fatalities Up 3% — June, 


p. 11 

April Fire Losses Lower — May, p. 6 
August Fire Losses Down 9% — 
October, p. 9 

February Traffic Fatalities Up 10% 
— April, p. 11 

Fire Losses Down 9% — December, 


p. 9 
Hold “War Jitters” Cause of Rise in 
Traffic Deaths — August, p. 12 


January Traffic Deaths Up 6% — 
March, p. 9 

June Fire Loss 19% Under Last Year 
— August, p. 8 

July Fire Losses Lower — Septem- 
ber, p. 8 


March Fire Loss Lower — April, p. 10 
May Fire Losses Down 12% — June, 
p. 9 

Mutual Fire Premiums Up 3.94% as 
Stock Writings Drop 2.19% — Aug- 
ust, p. 9 

1939 Fire Loss Up 3.8% — January, 


p. 7 

1940 Auto Deaths Up 7% — May, p. 7 
September Fire Losses Down 7% — 
November, p. 8 

Traffic Deaths Continue to Rise — 
July, p. 8 

U. S. Fire Losses Up — March, p. 8 
U. S. 1939 Accident si Down One 
Per Cent — February, p. 7 

U. S. Traffic Toll Up 1p i% During 1940 
— November, p. 11 


TAXATION 


Fire Insurance Taxes in Ohio — Oc- 
tober, p. 28 

Franchise Tax Subject of Arkansas 
Attorney General Opinion — Decem- 
ber, p. 10 


UNAUTHORIZED PRACTICE 


Alabama Lawyers Seek Rehearing in 
Unauthorized Practice Case — April, 
p. 21 

Employment of Attorneys of Adjust- 
ment Corporations — January, p. 6 
Holds Lawyers May Not Advertise as 
Adjusters — March, p. 4 


Wisconsin Supreme Court Clarifies 


Adjusters’ Status — November, p. 7 


WORKMEN'S COMPENSATION 


Alabama Governor Approves Revised 
Compensation Act — August, p. 20 
Arkansas Compensation Act Approved 
by Voters — November, p. 12 
Await New York Decision on Com- 
pensation Proposals — July, p. 8 
Bill Seeks to Abolish Private W.C. 
Carriers — February, p. 9 
Concurrent U.C. & W.C. Benefit Pay- 
ments — February, p. 24 
“Labor Employs the Px Ray,” 
Wharton — November, p. 27 
Michigan Ruling on “Stop Loss’ In- 
surance — July, p. 8 
Movement to Include Seamen in Com- 
pensation Coverage — September, p. 9 
Multi-Split Experience Rating Plan 
— February, p. 27 
New York Employers Condemn Com- 
pensation Rate Tinkering — June, 
p. 
Offers 16 yo gay gs to New 
York State Fund — May, p. 8 
Retrospective Qualifications Amended 
in Vermont — February, p. 8 
Retrospective Rating Eligibility Re- 
quirements Reduced—February, p. 28 
Retrospective Rating Subject of Min- 
nesota Opinion — April, p. 11 
Sayer Heads Compensation Insurance 
Rating Board — June, p. 26 
Sayer Outlines Statement of Policy 
of Compensation Rating Board — 
October, p. 10 
“The Insurance Carrier,” by Anthony 
J. Lanza — April, p 
“Treatment of Back Injuries,” by Dr. 
Paul B. Magnuson — February, p. 17 


by Don 








the bag had 


didn’t bother to hunt for them. 


Odd Accidents 


(Continued from page 20) 


disappeared. Oscar 


Mrs. Olen Deatherage, of Spring- 


field, Illinois, knew that some women 
drivers can make an automobile do 
some mighty funny things. 
never dreamed she could run over 
herself, until she 
spun around after a collision, throw- 
ing her out the right hand door. Her 
body hit the gear lever and shoved 
the gear from low to reverse. 
fell from the car it backed up over 
her. 


But she 


did it. Her car 


As she 


Yes, in these days anything can 


happen — and does ! 








Graves Appointed Arkansas 
Commissioner 


GOVERNOR HOMER M. ADKINS OF 
ARKANSAS HAS NAMED J. HERBERT 
Graves State Insurance Commis- 
sioner to succeed M. J. Harrison 
who was appointed to the post three 
years ago. 

The new commissioner, a former 
Arkansas department commander of 
the American Legion, is a resident 
of Judsonia. For the past twenty-five 
years he has been in business in that 
city as agent of the Missouri Pacific 
Line and Railway Express Agency. 
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N.Y. Rules on HOLC Contract 


(Continued from page 10) 


tions shall be abrogated as to that State 
or Territory only and the remainder of 
this Agreement shall not be affected 
thereby.” 

A number of conferences were 
held by this Department and _ the 
situation was discussed with the in- 
terested parties at various times. 
Most of the supervisors of insurance 
in other states have had the matter 
before them and some have declared 
the contract illegal. It seemed to us 
from the beginning that the allow- 
ance of 25 per cent was in the na- 
ture of a rebate, but at the same time 
we desired to cooperate with the 
Federal Government and its agency, 
the Home Owners’ Loan Corpora- 
tion, if the contract could possibly 
be sustained. The only possibility 
seemed to be that one of the parties 
to the contract was an agency of the 
Federal Government. The difficulty 
even there was that the properties 
affected were not those of the Fed- 
eral Government or its agency but 
properties of individual owners on 
which mortgages were held by the 
Home Owners’ Loan Corporation. 

Because of the various questions 
involved we submitted the problem 
to the Attorney General. His opin- 
ion dated November 18, 1940, held 
that the contract violated the rebat- 
ing provision of our law and reads 
in part as follows: 

“The Home Owners’ Loan Corpora- 
tion is not an insurance agent, nor 
would such an agreement be available to 
an individual owner insuring his prem- 
ises. Section 188 of the Insurance Law 
is specifically aimed to prevent direct 
or indirect rebates or sharing of com- 
missions with insureds. We do not see 
that the Federal status of the Home 
Owners’ Loan Corporation in any way 
affects the issue here raised. In fact, 
the agreement expressly outlaws pro- 
visions which run counter to State stat- 
utes [Par. 109-(a)]. ‘ 

“This matter has been given careful 
consideration and I am not unmindful 
of the reversal of view by the office of 
the Attorney General of New Jersey on 
the question. It is my opinion that the 
proposed allowance or payment to the 
insured (Home Owners’ Loan Corpora- 
tion) of the twenty-five per cent of the 
premium would violate the Insurance 
Law of the State. The exemption, if 
any be made, should be a matter for the 
Legislature to authorize.” 

In view of all the facts and the 
Attorney General’s opinion the con- 
tract is declared to be in violation of 
the Insurance Law of the State of 
New York and is inoperative in this 
State in its present form. 

In our desire to cooperate with the 
Federal Government we have con- 
sidered the possibility of legislation 
which would authorize the companies 
to contract with an agency of the 
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Government without regard to our 
rating laws. This would be difficult 
because similar laws would have to 
be passed in other states and it would 
not be easy to get such legislation 
countrywide in a brief period of 
time. It is also objectionable from 
the standpoint of public policy. There 
seems to be no reason why private 
dwellings controlled by the Govern- 
ment should receive better treatment 
than those owned or controlled by 
private persons. 


The loss ratio of the Home Own- 
ers’ Loan Corporation business coun- 
trywide has been favorable. It is said 
to be approximately 30 per cent and 
less than the loss ratio for all dwell- 
ings. In view of the fact that such 
a large number of dwellings are un- 
der common control it would seem 
that some form of rating plan could 
be submitted to this and other state 
departments which would justify a 
reduction. The Department believes 
that a rating plan based upon fac- 
tors outlined in the Insurance Law, 
including experience, offers the best 
possibility of a solution to this prob- 
lem. It is probable that such a rat- 
ing plan can be filed without amend- 
ment to the law but if any change in 
the law is necessary we shall be 
glad to cooperate in bringing it about. 
We shall, of course, carefully con- 
sider any other suggestion proposed. 
While the situation has proven diffi- 
cult and there are many complicated 
features, it should be possible to find 
a fair and equitable solution which 
will not be contrary either to good 
practices or to the laws of the various 
states. 

6 @ @ 


Blackall Submits Survey to 
Commissioners’ Subcommittee 


WHEN NOTIFIED OF THE DECISION 
OF THE NEW YORK INSURANCE DE- 
partment declaring the HOLC-SCA 
contract illegal in that state, John C. 
Blackall, Insurance Commissioner of 
Connecticut and president of the Na- 
tional Association of Insurance Com- 
missioners issued the following state- 
ment : 

“As chairman of the subcommit- 
tee of the fire committee of the Na- 
tional Association of Insurance Com- 
missioners, I have, since our New 
York convention, communicated with 
all the independent Federal agencies 
on their method of handling insur- 
ance contracts and I am incorporat- 
ing the results of their replies in a 
letter to members of our subcommit- 
tee, which will go out shortly. Natu- 
rally, any further action will await 
their reaction to the survey.” 
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State vs. Federal Regulation 
of Insurance 
(Continued from page 22 


and thus would minimize the snow- 
ball principle of growth which I am 
sure is not wholesome from the stand- 
point of the national economy. Fur- 
thermore, in order to qualify for the 
insurance, the companies would have 
to subject themselves to examina- 
tion by the Corporation. This would 
provide an additional check on the 
proper conduct of the business, and 
might result in avoiding instances 
such as have been known in the past 
where dishonest management, with 
the connivance of corrupt officials, 
has succeeded in defrauding policy- 
holders. 


With the federal government co- 
operating in some or all of these 
ways, it is possible for state super- 
vision to go on with increasing ef- 
fectiveness. But it is up to the legis- 
latures and to the executives of our 
state governments to see to it that 
there is improvement in the adminis- 
tration of the insurance laws. Higher 
salaries for Commissioners and par- 
ticularly for members of the staff are 
necessary in order to maintain con- 
tinuously in those positions men of 
the requisite ability and integrity. 
These offices should not be mere 
political jobs. The late Governor 
Horner appointed as Insurance Di- 
rector Mr. Ernest Palmer who, I 
think it is generally recognized, gave 
this state the most able and fearless 
administration of the insurance laws 
in its history. Such appointments 
are encouraging, and we need more 
like them in Illinois and throughout 
the country. And I will say that if 
the state governors and legislatures 
fail to shoulder their responsibilities 
in this respect by making proper ap- 
pointments and adequate appropria- 
tions for insurance departments, 
there is danger of federal action that 
will cut off the sources of revenue 
which they now find in insurance 
company taxes. 


Today it is not given to us to see 
very far in the future. But this much 
can be said. The institution of in- 
surance and the departments of gov- 
ernments which guide and protect it 
can not stand still. If they fall back, 
the federal government may yet feel 
called upon to intervene. But if they 
maintain a steady march of progress, 
I see no reason why the present 
method of state supervision should 
not persist as long as our federal 
system shall endure. 
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LUMBER MUTUALS) 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
Cw1C£E 





Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna. —— Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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As Good as CASH Customers 


Cash customers are the best customers that a local 
merchant can have to help his business. They ex- 
change their money for merchandise “on the spot” 
—no records to keep—no statements to mail every 
month—no bills unpaid. 
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Fully as valuable as cash customers to you are your 
FEDERATED-HMC policies. They protect your busi- 
ness, giving you complete, sound insurance. For over 
a quarter century they have returned dividends that 
have rung the cash register just like good customers. 


In our files are many letters from mer- 
chants proving this point — See your 
FEDERATED-HMC representative today, 
or write us for the free booklet “Re- 
ducing Your Expenses’’. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company - - Stevens Point, Wisconsin 
Minnesota Implement Mutual Fire Insurance Company - - Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Stevens Point, Wisconsin 
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The Safest Way—No Hills, No Valleys 


(This is the seventh of a series of advertisements dealing with the 
question: “What Constitutes a Strong Casualty Company?” ) 


Like a modern highway, cut through moun- 
tains of prosperity and filled-in over valiéys 
of depression, the history of the strong casu- 
alty company is marked by conservatism in 
investments, by moderate fluctuations in in- 
vestment income and profits. . 


Lumbermens assets are invested in securities, 
that are less subject to wide fluctuations in 
value than those of the average stock com- 
pany, and the difference in results is shown in 
the bar charts to the right, which compare the 
combined net investment income and profits 
of Lumbermens with those of the ten largest 


stock companies for each of the past ten years. , 
Note how Lumbermens’ investment program 
results in lower earnings during good times, 
but that these are compensated for by its 
better than average investment record during 
bad times. 


Ten Largest 


Lumbermens Stock Companies 
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INVESTMENT EARNINGS 





Lumberme 


MUTUAL 


JAMES S. KEMPER, President 


CASUALTY COMPANY 


Home Office: Mutual Insurance Building, Chicago 


Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


PHILADELPHIA: 12 South 12th Street 


BOSTON: 260 Tremont Street 


SYRACUSE: Syracuse Building 


LOS ANGELES: Rives-Strong Building SAN FRAN€ISCO: Russ Building TORONTO: Concourse Building 
ATLANTA: 22 Marietta Street Building 
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